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The following examples illustrate 
varying conditions : 


OO OS. 
Insurance actually carried 8,000 
EMEP 5 oo 9:0 0 
The clause is not ive for 
the reason that 80% insurance 
was carried as required by the 
clause, and the assured collects 
his whole loss or $4,000. 


2—Value . . . . $10,000 
Insurance required by 
{90%} Coinsurance 
Clause . ... . 8000 
Insurance actually carried 4,000 
are 2,000 
The assured carried only one- 
half of the required insurance, 
hence collects but one-half his 
loss—the insurance company pay- 
ing $1,000 and the assured stand- 
ing a loss of $1,000. 


3—Value . . . . $10,000 
Insurance required by 
{80%} Coinsurance 
Clause . . . . . 8000 
Insurance actually carried 4,000 
a eee - . 800 
While only one-half the required 
insurance is carried, inasmuch as 
the loss amounted to 80% of 
value, the insurance company pays 
the full face of its policy or $4,000 


30% 


Co-Insurance 


Its Object and 
How It Applies 


Tue object of the coinsurance or percentage average clause 
is to assess equitably the cost of insurance. 


Good construction and protection, whereby only a partial 
loss may be expected, can be recognized by the insurance 
companies as good features of a risk only if some substantial 
percentage of insurance to value is carried. Unless such a 

rinciple is maintained a small percentage property 
oss may readily create a total insurance loss. Under 
such circumstances the property owner carrying but a small 
percentage of insurance would not be contributing his share 
to the general cost of insurance. 


In order that good construction and good protection may be 
encouraged by adequate recognition in rates, a substantial 
percentage of insurance to value is essential. The property 
owner has to concern himself under the coinsurance or 
average clause with but two factors:— Value of the prop- 
erty insured and amount of insurance thereon. 


If insurance is maintained up to or above the percentage 
of value named in the clause, or if aloss equals or exceeds 
that percentage of value, the insurance is collectible as it 
no co-insurance clause appeared in the policy. It is only 
when the amount of insurance and the amount of the 
loss are both less than the percentage of value named that 
the clause can affect the amount of insurance paid. 


UEEN INSURANCE (Co. 
oF AMERICA 


150 WILLIAM ST., NEW YORK 


Incorporated in New York State 1891 
Statement, December 31st, 1929 


Total Assets $24,796,297.47 
Liabilities including capital 16,990,8 16.36 
Net Surplus ; 7,805,481.11 
Capital : 5,000,000.00 
Surplus to Policyholders 12,805,481.11 


Department Managers 
ELWIN W. LAW, Chicago, Ill. J. H. LABELLE, Montreal, Canada. 
S. Y. TUPPER, Atlanta, Ga. T. E. PATTERSON, Halifax, N. C. 
H. R. BURKE, San Francisco, Cal. JOHN E. HOFFMAN, Mer. Marine Dept., N.Y. 


TRUST CO. OF CUBA, Agents Cuban Dept., Havana, Cuba. 





Use Credit Forms 
that Build 
Good Will for You 


IS indorsement is printed on each of 
the approved standard credit forms pub- i. 
lished by the National Association of Credit Men. — 


N. A. C. M. approval gives an important psychological advantage 
to your credit instruments. When you use N.A.C.M. forms you 


get not only this good-will asset, but you benefit by standardization, 
simplicity and savings. 


To meet your credit needs the Association has designed five styles of 
Financial and Property Statement blanks, ten Enclosure Card forms, three 
forms of Trade Acceptances and the Reciprocal Trade Inquiry Blank. 


Send for Folio of Sample Forms 


NATIONAL ASSOCIATION OF CREDIT MEN 
One Park Avenue, New York 


MARCH, 1930 


When writing to advertisers, please mention Credit Monthly 






























































































































































































































































“Yes—We Have New Pajamas!” 


® When all the preliminary steps of gathering 
material for a magazine, getting the material 
edited, set up in type and laid out in pages, has 
been completed and the issue is finally ready for 
the press, the magazine, in editorial and publish- 
ing parlance, is “put to bed”. 


@ The March issue of Crepir MONTHLY was 
“put to bed” in new pajamas. The pajamas are 
not only new—but fulfill every requirement that 
good editorial dress should fulfill. A health lec- 
turer talking over the radio the other night said 
that one of the factors most conducive to good 
sleeping is right-tailored, right-fitting pajamas. 
The factor most conducive to good reading is 
right-fitting type and right-styled layout. 


® Crepir MonTHLY’s new editorial dress, con- 
sists of Kabel, a modern Gothic, for the titles 
and captions, and Garamond ten point text for 
the body type. 


@ One of the essentials of sound modernism in 
type is simplicity through purity and directness 
of line. Most types in the Gothic family have 
been ugly, square and characterless. For many 
years it was believed that a beautiful Gothic could 
never be designed. Professor Rudolf Koch, who 
designed the Eve and Neuland series so popular in 
advertising typography, created the Kabel series. 
The eye-work of Creprr MONTHLY readers will 
be greatly lessened through the use of simple, 
graceful Kabel Gothic, without serifs and hair- 
lines. 


@ The new body type introduced in this issue is 
Garamond ten point leaded. Although the Gara- 
mond family is designed after the classical Six- 
teenth Century types of Claude Garamond it is 
one of the most readable types ever cut. There is 
a distinct touch of tomorrow embodied in the 
Garamond type of today. The modernized Gara- 
mond body type is unusually clear in mass effects 
and has a free, flowing quality that makes it 
visually and mentally pleasing. 


@ “A magazine is as much a harmonized unit as 
a building, and certain principles apply to it as 
certain architectural principles apply to a build- 
ing. Architecture connotes complexity but a 
famous architect has said that there are actually 
only three fundamentals in architecture—the 












post, the lintel and the arch. Extend the post 
and you have the wall, extend the lintel and you 
have the floor and roof, revolve the arch and you 
have the dome. In much the same way there are 
only three fundamentals in the successful editing 
of a magazine—/type, layout and editorial con- 
tent, 


@ In January one of the most advanced heading 
designs was introduced in Crepirr MoNTHLY— 
the Bifur by the celebrated French artist and de- 
signer, Mouron Cassandre. As far as can be 
learned Crepir MONTHLY is the first national 
magazine to use this striking design. With the 
inauguration of Kabel and Garamond in this 
issue it is felt that Creprr MONTHLY readers are 
given one of the most modern, and at the same 
time most readable, typographical dresses in the 
business magazine field. 


@ The layout and style of a magazine must 
necessarily be in harmony with its type. The 
March issue has been laid out with this principle 
in mind. What do you think of the new style 
in layout, and the new heading designs for the 
regular features and departments of CREDIT 
MONTHLY? 


@ The responsibility for typography and layout 
devolves upon the editor, but responsibility for 
the third fundamental, that of editorial content, 
is shared by the editor and the reader. CREDIT 
MONTHLY is not alone a magazine—its is a service 
with three prime functions. First, it must take 
the leadership in gathering and disseminating in- 
formation and news in the credit and financial 
field; second, it must promote the interests and 
aid in the development of the profession it serves; 
third, it must be a clearinghouse for ideas, op- 
portunities, policies and developments in credit 
and business. And, of course, in each of these 
functions it must be interesting. 


@ "Yes, we have new pajamas! What do you 
think of them? What do you particularly like 
in this issue? Is there anything you dislike? 
Have you any suggestions on editorial content? 
Any articles you would like to see published? 
Any new department that might be inaugurated? 
Crepir MontuHLy is published for you. Help 
make it one of the outstanding magazines in the 
business field. Send in your suggestions. 


Late Wt Wii 


CREDIT MONTHLY 


















" Leoking Ahead 


Building and construction is one 
of the pivotal trades in American 
business and industry. In_ the 
April Crepir MontTHLy there will 
be a special editorial emphasis on 
significant phases and major trends 
in building and _ construction. 
What are the fundamental weak- 
nesses of the credit condition of 
the building industry? Is there 
any reason why the same princi- 
ples of sound credit should not be 
applied to this industry as to other 
businesses? Such questions as these 
will be answered in the April issue. 

In this issue Soviet Russia is 
analyzed as a credit risk. Next 
month another foreign country will 
be discussed as a credit risk. This 
article will present the elements es- 
sential to successful credit relations 
with the country analyzed, and 
give a basis for foreign business ex- 
pnsion into that country by do- 
mestic Companies. 

In May Crepir MONTHLY as- 
sumes the editorial responsibility of 
covering another field of credit— 
banking credit, devoting at least 
eight pages exclusively to the 
problems of this field. 
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eunenneaeEVENT AND COMMENTaceeccccs 


s Tue Duet between 
psychology and statistics 
has been waging for many 
years. The thrusts and 

Let Psychology parries of statistics have 

long kept psychology in 

Work for You the background as a prac- 

tical tool for the business 

executive. Within recent 

years, there has been a 
turn “in the tide of conflict” and psychology has 
forged steadily ahead to a position of importance. 

Executives have found that psychology will, if 
used properly, affect profits substantially. Statistics 
have always been considered facts, psychology has 
generally been looked upon as theory. This atti- 
tude is rapidly changing and the leading business 
men recognize that in no way should statistics and 
psychology be opponents—they should be teamed. 

For some time before the stock market crash the 
statistical picture of business values was clouded by 
the hope that returns through investments could be 
realized over and above the economic returns nat- 
urally growing out of the earning power of invest- 
ments. Negative psychology made the stock mar- 
ket top-heavy, and even the soundness of the busi- 
ness structure could not support this overbalancing 
burden. The program to fill in the valley of de- 
pression that has resulted from the stock market de- 
cline is guided by psychological forces directed to 
support the statistical evidence of the country’s basic 
soundness. 

Human nature is a variable that psychology in- 
terprets when cold statistical facts generally fail. 
Psychology has proven a tool that can be utilized 
as concretely as statistics. 

An automobile plant was arranged according to 
basic principles of management. The psychology 
of motion was introduced, and through a rearrange- 
ment of men and materials, the bonus earnings of 
workers were increased 28 per cent. At the same 
time space was created to increase the number of 
workers 32 per cent. This is one of the hundreds 
of examples that might be taken to prove the prac- 
tical application of psychology to business and in- 
dustrial. problems. 

Many people enter business and believe they will 
be successful because they hope to be successful. 
This is the negative psychology that inevitably re- 
sults in failure. When thousands of people played 
the market on hopes instead of facts, the psych- 
ological crumbling began. 

There is probably as much misuse of facts as there 














is a lack of facts. Statistics find and label faots, 
Psychology classifies facts for interpretation. Amer- 
ica’s prosperity depends more upon a co-ordination 
of psychology and statistics than upon any of the 
ambitious expansion programs that may be launched. 
Common sense should 
step in as a referee, declare 
the duel between psych- 
ology and statistics as 
“no contest”, and em- 
phatically convince all 
concerned that psychol- 
ogy and statistics should 
be teammates — not op- 
ponents. 





SuprposE You Hap 

SHIPPED to your customer 

. in another city a car load 

Two Minutes of goods with a sight 


and draft bill of lading at- 
T C. tached. The purchase 
wo nts price of the goods is $10,- 
(Act on this) 000. The customer calls 
at the bank, pays the 
$10,000 and secures the 
bill of lading and the goods. But the bank fails 
before the money has been remitted to you. Ac- 
cording to the existing law, what are your rights in 
the situation? 

A Cleveland manufacturer sells goods to an auto- 
motive concern in Detroit. The customer in Detroit 
pays his $10,000 in full to the bank, which closes its 
doors before the payment is transmitted to Cleveland. 
By the present law, the Cleveland manufacturer is a 
general creditor of the bank, which under receiver- 
ship, pays him only 11 per cent. of his $10,000. 

The injustice of this situation stands out like a 
sore thumb. There is no method of interpretation, 
legally or logically, that reveals any argument against 
our contention that the Cleveland manufacturer 
should be a preferred creditor of the bank and re- 
ceive his full payment of $10,000. 

There is a bill before Congress, introduced by 
Representative Strong of Kansas, providing that 
transferors of negotiable instruments for collection 
shall be preferred creditors of national banks in cer- 
tain cases. This bill, HR5634, provides “that upon 
appointment of a receiver of any national bank the 
transferor of a negotiable instrument transferred to 
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such bank for collection shall be a preferred creditor 

in the amount of the liability of such bank, if such 

negotiable instrument (1) is drawn against the de- 

livery of an accompanying document of title relat- 

ing to real or personal property; (2) has been trans- 

ferred to such bank after the enactment of this Act; 

and (3) has been collected, either in whole or in 

part by such bank. The provisions of this Act shall 

not apply to any case where the transferor is a de- 

positor in the bank and the proceeds of collection 

have been credited by the bank to his account.” 
You do not know but that you may be the next 

one to get caught. You realize the unfairness of 

situations of this kind to yourself and to your 

brother credit executives. Give your support to this 

bill. Insist upon its passage. As soon as you have 

read this editorial take two minutes and two cents 

—and write to your congressman urging his co- 

operation in the passage of bill HR5634. It is vital 

to every credit executive 

in the United States. Send 

a carbon copy of your 

letter to CREDIT MONTH- 

Ly. We want to support 

anything that will bene- 

fit you. Evidence of yout 

own support of this bill 

will be encouragement in 

future matters of this kind. 


Is THE FARMER a good 
credit risk? The answer 
to this question is impor- 
tant, not only to the man 
who sells directly to the 


The Farmer 


as a farmer but to the man 


who sells to the man who 
sells the farmer. The 
farm population com- 
prises such a broad 
stratum in our national structure that an appraisal 
of the farmer as a credit risk is almost imperative to 
every credit executive. 

Dealers who sell direct to the farmer have learned 
from experience that the farmer will pay if he has 
the money. Dead beats in the farm class are ex- 
tremely rare. Extravagance and luxury are unusual 
on the farm, and the balanced living of the agrarian 
gives him the solidity of character that makes a 
good credit risk. The usual method of credit in- 
vestigation is rarely applied to the farm credit risk. 
Personal contact and first hand information reflect 
the credit status of the farmer. The country banker, 
storekeeper, and city and county officials know him 
personally and can readily appraise his situation. His 
assets are plainly visible and easily listed and 
examined. 

There are certain matters that are investigated be- 
fore the farmer is given a line of credit. The fac- 
tors covered in this investigation include ownership 
of land, amount of mortgage on land, loans owed 
to banks, amounts owed on farm machinery and fer- 
tilizer, the condition of the farm, a record of 
whether or not the owner has made his farm pay, 


Credit Risk 
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verification of his paying habits, the probable mar- 
ket for the products he will have to sell, and a con- 
sideration of local, state and national weather con- 
ditions and crop forecasts that may affect the 
commodities of the farm. 

The major factor militating against the farmer as 
a credit risk is lack of “promptness in payment.”’ 
He generally needs long terms and often asks for 
an extension of these terms. “Will I get the money 
sometime?” has long been the predominant ques- 
tion asked by credit men. “How soon will 
I get the money?” is a 
more significant ques- 
tion, that should be ap- 
plied not only to the 
farmer, but to every class 
of debtor. Promptness 
of payment ranks with 
certainty of payment as 
a progressive credit fac- 
tor. 


LEONARDO DA_ VINCI 
used to wander by the 
bird sellers, watching the 
peculiar agony of the 

Imprisoned feathered lives and their 
? caged’ wings. Often he 
Wings would buy one of the 
wildest of the birds and 
take it out on the hills 
beyond the city. With 
understanding heart his soothing hands would re- 
lease the bird. Thoughtfully he would watch it 
throbbing away across its recovered skies. He could 
not bear to observe the agony of imprisoned wings. 
Life is full of imprisoned wings. Your office boy, 
your: junior executive, your secretary, your neighbor 
next door, may be suffering the peculiar agony of 
caged wings. The office boy may have the poten- 
tialities of a future leader—will you free the wings 
of his imagination and abilities and give him the 
chance to start his climb upward? Your secretary 
may have ideas that are as valuable as those you pay 
your men well for—will you give wings to her 
thoughts? Have you trained the juniors under you 
to do only what they are told? Give wings to their 
initiative and let them do what they think should 
be done without being told! The neighbor next 
door may need a word of counsel, an evidence of 
faithful friendship, or a small opportunity to free 
the imprisoned wings of his humdrum life. 
Makers of money, solvers of problems, winners of 
battles, writers of poems, 
carvers of statues, builders 
of buildings — these are 
the men who win the 
acclamation and _ recog- 
nition of the multitudes. 
Shouldn’t greater recog- 
nition be accorded the 
freers of imprisoned 
wings? 
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Our address : 


1 Park Avenue, 


this ‘Bee 


in the Bonnet” 
of your Advertising Manager 


CREDIT MONTHLY-— your magazine—is probably of more 


benefit to you than any other single force in the country 
and it is planning to do much more. 


CREDIT MONTHLY is the professional magazine of one 
of the most important executive groups in the country. Its 
purpose is to take the leadership in credit and financial 
news, to serve as a clearing house for ideas, policies and 
methods and to develop and disseminate new ideas, pro- 
grams and policies for the credit world. 


CREDIT MONTHLY believes that reader interest and 
advertising interest are indissolubly related. Its advertising 
pages must be as much a service to its readers as its 
editorial pages. 


If your company makes use of advertising—“the great modern 
force to mold and influence public opinion’—you will be 
doing yourself and this magazine of yours a good turn by 
telling the advertising manager of your company about it. 


Call his attention to the character of the companies who use 
our advertising pages then, send his name to us and we 
will give him the complete story. 


iat We should kke to have you take a hand in the far- 
7 reaching plans and developments that are providing 
ma the impetus for the forward march of this magazine 
Mei of yours. 
te. hae Won't you drop us a line about this— 
ees a i or ask your secretary to mail the cou- 
‘“ 


. pon below ? 
New York City he 


Address 


“ 
~~ 


My company may possibly be inter- mi 
ested in CREDIT MONTHLY as an ‘ 


advertising medium. ae CREDIT MONTHLY 
The name of our advertising manager is: - ‘ ONE PARK AVENUE 
Name of tie a ~~ NEW YORK ary 


When writing to advertisers, please mention Credit Monthly 





Advertising Manager 
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as described by 
EUGENE G. GRACE 
President of Bethlehem 

Steel Corporation 


eminently successful man must 

“know everything about some- 
thing and something about everything”. 
This principle is especially significant 
to the business man of today. There 
is such a pronounced interlocking of all 
businesses and industries that the mod- 
em executive must not alone be a mas- 
ter of his particular business—he must 
ilo be closely conversant with the 
economic situation of other industries 
that directly and indirectly affect the 
progress of his own business. 

When one of the country’s business 
kaders was asked to what he attributed 
his unusual executive success he an- 
swered, “I make it a point to know 
almost as much about the other fel- 
bw's business as I do my own—and 
particularly do I keep closely informed 
on every phase of the steel industry.” 
The steel industry has long been re- 
garded as a barometer of general busi- 
ness conditions in this country. We 
live-in a steel age, and the industrial 
progress of the world can almost be 
measured in terms of steel making. 
Because of the vital relationship be- 
tween steel and general business I went 


T= is an old maxim that the 


In this interview with Chester H. McCall, 
Mr. Grace gives his interpretation of basic facts and 
new trends in the steel industry which are of 
particular interest to credit and business executives. 


to Mr. Grace, President of the Bethle- 
hem Steel Corporation, and one of the 
outstanding steel leaders of all time, 
and asked him to answer a few ques- 
tions concerning the steel industry that 
are particularly significant to all credit 
and business executives. 


The Best Steel Mind 


Charles M. Schwab, Chairman of the 
Board of Bethlehem Steel, once said: 
“When Eugene Grace was just a young 
fellow in the works I watched him and 
analyzed him and after a while I made 
up my mind that he had the best steel 
mind in the whole field.” Mr: Schwab 


_. Vices it 


cannot be accused of partiality because 
his assertion has been corroborated by 
many other prominent steel men. 

Mr. Grace’s business career began in 
the company of which he is now presi- 
dent. Upon his graduation from Le- 
high University in 1899 as an Electri- 
cal Engineer, Mr. Grace took his first 
job with Bethlehem as the operator of 
an electric crane. About six. months 
later he was transferred to the steel 
making department, and in a year and 
a half he was appointed superintendent 
of yards,amducransportation. His ser- 
er Capacity were so sat- 
isfactoryamatésulted in such large sav- 





ings for the company that he was given 
a commission to reorganize the Juragua 
Iron Company of Cuba, a subsidiary 
company which supplied much of the 
iron ore used by Bethlehem. Upon his 
return to the United States he was ap- 
pointed assistant to-the general super- 
intendent of Bethlehem Steel Company 
in charge of constructing the new 
Saucon Plant. 

Within seven years of the time he 
began as a crane operator Eugene Grace 
was elected a director of Bethlehem 
Steel Company and made general super- 
intendent. Two years later he was 
made general manager. On April 1, 
1913, after having been promoted 
through three other positions, Mr. 
Grace was elected president of the 
Bethlehem Steel Company. His duties 
and responsibilities increased during the 
war period when he did signal work in 
aiding the government in the fulfill- 
ment of its war-time steel requirements. 
In 1917 he became president of the 
Bethlehem Steel Corporation. Under 
his management Bethlehem has devel- 
oped from a small and comparatively 
unimportant plant to the second largest 
commercial steel concern in the world. 

As I talked with Mr. Grace in his 
office at 25 Broadway I was impressed 
by the scene through the window at 
his back. On the Hudson River ships 
and tugs were moving rapidly along, 
smoke spirals were wending upwards 
from the factories on the Jersey shore 
—and an aeroplane coursed swiftly 
through the smoke tinted sky. The 
panorama through the window symbol- 
ized progress—providing a background, 
it seemed, for Mr. Grace’s life and phil- 
osophy of progress and attainment. 

“Mr. Grace, do you believe every 
business man should be familiar with 
steel production as a business index?” 
was my first question. 

“It is only natural that those whose 
interest it is to map out their business 
course and determine the significance 
of business trends should follow closely 
the course of steel,” he answered. “The 
reason for this is the fundamental char- 


The steel indus- 
try supplies the essential materials for 
nearly all the great manufacturing in- 
dustries as well as for transportation. 
Its economic condition directly fore- 
casts and reflects what is happening in 
other industrial lines. 

“Steel is the one industry that in- 
fluences most directly the development 
and expansion of other 
Moreover this influence been in- 
creasing in recent years. Progress in 
steel making has been accompanied by 
an extension of its uses and the devel- 
opment of new uses. The expansion of 
our railroad systems, the growth of 
the increased use of 
automobiles and the rise of the petro- 
leum industry all have contributed to 
steel’s enlarging service and the con- 
sequent interdependence of steel and in- 
dustrial activity generally.” 


acter of the business. 


industries. 
has 


steel structures, 


Steel as a Business Index 


I next asked Mr. Grace if he believed 
there were any new angles on steel pro- 
duction as a business index. He re- 
plied: “Steel production is today a much 
more accurate reflection of economic 
conditions in other industries than it 
has ever been before. The adoption of 
the principle of adjusting production 
to current demand has not only made 
the steel business a more accurate 
barometer of business conditions gen- 
erally but also has accomplished other 
fundamental betterments. It has helped 
to level out the peaks and valleys of in- 
dustrial activity. It has given us a new 
stability and it has mitigated at least 
seasonal unemployment. 

“Until a few 
years after the war 
large inventories of 
raw materials and 
finished pr oducts 
and extensive 
stocks of merchan- 
disé in the hands 
of producers and 
distributors were 
generally accepted 
as inevitable 


phenomena of business, and indicat} 


even of prosperous business. Traditip 
had it that business was essentially sg) 
sonal. Under those conditions steel] Was 
ordered many months in advance gf 
needs. Then a new idea took hold. For; 
long time this new order was opposed x 
harmful to business. Objectors calle 
it hand to mouth buying and for gy. 
eral years serious efforts were made 
revive the old order. Hand to tou) 
buying, it was said, would make em. 
ployment uncertain, encourage bargain 
hunting and even endanger high wags 
and the American standard of living. 

“Gradually, however, these prejudicg 
were overcome, business began to te. 
ognize that what was actually taking 
place was production for consumption 
Instead of instability, adjustment of 
production to current demand actually 
made for stability all around. And th 
consequence is that steel, like othe 
principal commodities, is now largely 
ordered and produced as needed. 

“Therefore, steel’s efficiency today a 
a business barometer is due largely to 
two factors: first, the dependence of 
other industries upon steel as a neces- 
sity for their own operations and de. 
velopment; and second, the principle 
generally adopted by these industries of 
producing more nearly in response to 
current demands for their products. 
The effect of the latter is that steels 
indications of other business activity 
is now immediate instead of three to 
six months away.” 

Mr. Grace elaborated further on the 
changing trend in steel production since 
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the war. He pointed out that indi- 
vidual consumers had been buying for 
centuries on the basis of what they re- 
quired to fulfill current needs. This 
method of purchase has been called 
hand-to-mouth buying but Mr. Grace 
gives it the more appropriate term of 
producing for consumption. As soon 
3s this principle was adopted in the 
channels of production and distribution 
many feared that it would disrupt busi- 
ness. Mr. Grace places the old seasonal 
method of production and consump- 
tion in the speculative category. 

“There is no place for speculation 
in business,” he said. “In the old days 
whenever a company placed an order 
ix months ahead it was largely specu- 
lative. If the company’s needs devel- 
oped according to expectations the or- 
der was used. If not, there was gen- 
erally a difficule problem to be solved 
regarding the settlement for the order. 
The present tendency to buy in line 
with current needs largely removes the 
element of speculation and places busi- 
ness operations on a sound, firm basis.” 


Painted with Thumb 


During our talk I asked Mr. Grace 
about his. chief diversions, I did not 
ask what his hobby was. because I felt 
sure that he would. answer, “My busi- 
ness.” His only» physical or: athletic 


diversion is golf, which he“ loves tow 


play with the sami. enthusiasm’ that he 
gives to his business’ duties. On the 
aesthetic side his .preference is for 
paintings. We talked for several 
minutes about paintings and painters. 
| told Mr. Grace the story of Huff- 
ington, the crippled old artist, who had 
to twist his head sideways and look 
obliquely over his shoulder in order to 
se the canvas. For’ many months 
when he was unable to use the brush, 
Huffington painted with his thumb. I 
described one of the pictures Huffing- 
ton had paifted with his thumb. “A 
reproduction of that picture might well 
be hung in every business office,” Mr. 
Grace emphasized, “‘for it offers such 
an inspiring lesson of tenacity of pur- 
pose and accomplishment.” 

Mr. Schwab, talking before the For- 
eign Trade Council Convention in 1929 
stid he was indebted to Mr. Grace for 
the idea of “Developing the spirit of 
geod will, good fellow-ship, optimism 
and happiness in doing business.” When 
Lasked for his ideas in developing and 
promoting these intangible but indis- 
pensable values, Mr. Grace replied: 

“I regard the relations between man- 
agement and employees as one of the 
Most important elements in the success 
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of our industries. The real structure 
of our industries is not built of steel 
and brick and mortar, its cornerstone 
is men, its pillars and walls are the hu- 
man relations that exist between man- 
agement and employees, that join to- 
gether the activities and agencies which 
make business a business of men and 
not merely of machines. 

“We realized many years ago that 
industry depends largely for its success 
upon the human beings that make up 
its personnel. This is the principle un- 
derlying our whole philosophy of deal- 
ing with our employees. It recognizes 
first the right of employers to expect 
that employees will produce efficiently 
and economically, and second, the right 
of employees to expect that their rea- 
sonable needs and desires as human be- 
ings will be satisfied insofar as it is 
possible for industry to do so. 

“Modern management combines the 
efforts of capital and labor and guides 
them into profitable channels. In the 
past, there were times when capital and 
labor failed to recognize their mutual 
dependence and responsibility. Today, 


however, employees and owners realize 
that they are bound by a common in- 
terest, that through their co-operation 
capital is put to its. most. productive 


Three Steps in Steel Production 
(Upper right) Tapping Steel from 
Open Hearth Tilting Furnace 
(Lower right) Pouring Steel Ingots 


(Lower left) Heating Steel Ingots 
at the Soaking Pits for Rolling 
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use and labor benefits by steadier work 
with more adequate and regular wages. 
This community of interest is now 
more firmly established due to the 
ownership by employees of stock in 
their companies. 

“Effective management must include 
more than the efforts of a few men. 
It requires the collective responsibility 
of the whole organization and a desire 
for constant improvement in methods 
and results on the part of every em- 
ployee, whether he be laborer, foreman, 
superintendent or executive officer.” 

Mr. Grace’s sympathetic understand- 
ing of the problems of his men is 
strengthened by his own experience in 
mill operations. Since the days when 
he wore overalls Eugene Grace has been 
a champion of methods of promoting 
cordial relations between employers and 
employees. He is a pioneer in the em- 
ployee representation movement and 
has instituted many of the employee- 
benefits that are now generally adopted 
by the larger industrial companies. 

When Mr. Grace talks of the men in 
his own office he calls them “the boys.” 
He believes that his men should be well- 
trained in the one process that is funda- 
mental to success—the habit of accu- 
rate observation. Mr. Grace has long 
insisted that sound judgment is based 
upon accurate observation, and that 
most of the errors.in judgment are the 
direct result of poor observation. He 
has advocated the principle of training 
school children, from grammar school 
to high school, in the habit of accurate 
observation. On one occasion he said 
that it would be extremely valuable if 
our colleges would devote a certain 
amount of their time to regular exer- 
cises in the practice of observation. 

As a conclusion to the information 
Mr. Grace gave me on various phases 
of the steel industry I asked for his 
ideas on. the factors that in his judg- 
ment offered the greatest guarantee for 
continued prosperity in steel and other 
industries. His reply is timely in inter- 
est and consequential to the present 
business situation: 

“In a business which has so many 
ramifications in the economic structure 
of the country there is an obligation 
greater than that of merely turning 
out good products. There is an obliga- 
tion also to see to it that its own in- 
ternal. relations promote its own sta- 
bility to the end that other industries 
may not be adversely affected by any 
disarrangement on its part. If theré 
is one distinguishing characteristic of 
management's present day conception 
of its responsibility it is that stability 


(Above) A Typical Blast Furnace 
(Below) Ore Storage Showing Ore Cranes 


and co-operation are the bases of con- 
tinuing progress. 

“Financiers, economists, businessmen 
generally throughout the world have 
been singularly attracted by the high 
level of prosperity which has been 
maintained for almost the last decade. 
This condition has been attributed to 
various Causes, namely abundant capi- 
tal, mergers, mass production and dis- 
tribution, improved transportation fa- 
cilities, instalment selling, improved 
management, harmonious relations be- 
tween employers and employees and 
high wages. 

“They have all played a part but the 
decline in security markets which oc- 
curred near the end of last. year has in- 
duced American industry to analyze its 
own situation-and to appraise more ac- 


curately the real foundations of ou 
prosperity. It has come to bé ger 
erally recognized that among the mos 
important elements in our continued 
prosperity are efficient management, 
harmonious relations between employ- 
ers and employees and the regular em 
ployment of labor at wage levels which 
enable the worker to maintain a high 
standard of living and which help 
assure continuity of ample purchasing 
power on the part of the masses of th 
people. 

“These are the ideals of the steel it- 
dustry as I see them and I have ™ 
doubt that in the measure which th 
steel industry lives up to these ideal 
its service to industry and to the cout 
try at large will reach its fullest & 
pression.” 
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The Pageant 
of 
lron and Steel 


hes pageant of the use and development of iron and 
steel is the vast, cycloramic background against 
which the dramas of empires and nations have been lived. 
The river of steel and iron that has flowed down through 
the centuries into the great ocean of modern industrial 
civilization has not only been a stream of prodigious 
utilities—it has also been a river of romance. 

Just as man discovered the secret of fire so did he 
learn that steel could be made very hard by cooling it 
quickly after it had been heated to a very high tempera- 
ture. 

Hieroglyphics covering the stone tablets of ancient 
Egypt were cut by tempered steel tools. Homer tells 

“ws that at the time of the Trojan War, eight centuries 
“before Christ, steel was used for weapons and farm im- 
‘Plements. During the middle ages the wonderful steel 
= of Damascus and Toledo were made. And then 
“¢ame the first glimmer of industrial dawn over the hori- 
‘zon of man. About the middle of the eighteenth cen- 
‘tury, a German, Huntsmann, perfected the industrial 
‘process of steel making, manufacturing steel by melting 
“the ore in crucibles bedded in blast furnaces heated by 
coke, and gathering the molten steel in metals molds. 
This process, with improvements and modifications, is 
the same as used in the giant steel mills of today. 

Not longer than a hundred years ago most of the 
machinery and implements used were constructed of 
wood. Wood was relied upon even in structural work. 
Little iron and steel were used because the processes for 
production were slow and expensive. The finest iron 
works in Europe in 1700 produced approximately 750 
short tons a year from two furnaces, and during the next 
one hundred years but few improvements were effected. 
A single modern blast furnace will produce from 400 
to 600 tons of pig iron in twenty-four hours, and pro- 
duction is sometimes even greater. The total yearly 
production for the United States alone is 37,410,648 
long tons. 

From 1881 to 1890 the average annual production of 
iron ore was only 10,300,000 long tons; in 1928 it 
amounted to 62,197,088 long tons. 

The production of steel ingots and castings reached 
only 1,600,000 long tons during the five years from 1881 
to 1885, while in 1928 alone the production amounted 
to 51,544,180. The development of business and _indus- 
try in the United States has been consonant with this 
vast expansion in the steel and iron industry. 

With the possible exception of foods and textiles the 
steel industry affects the average citizen more intimately 
than any other industry. And both the food and textile 
industries are dependent upon the steel industry for their 
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progress. Let us go with Mr. Jones, an average citizen, 
on a trip from his home to New York and observe the 
multiplicity of his contacts with steel. 

In the morning he is awakened on an iron bed and 
steel springs by a tin alarm clock operated by steel coils. 
He shaves with a steel razor, and washes his face in an 
iron bowl covered with porcelain. As he dresses he uses 
a belt buckle made of a small steel plate; the leather in 
his shoes is held together by iron pegs, and his hat brim 
kept in shape by a small steel wire. The house in which 
he lives is full of iron nails and supported in several 
places by steel structural beams. His breakfast is cooked 
on an iron stove, the knives, forks and spoons are made ot 
steel, and his coffee and other food come in tin contain- 
ers ninety-eight per cent. steel. 

Mr. Jones goes to the station in an automobile or 
street car made largely of steel. Arriving at the railroad 
station which is built around a steel skeleton, he gets into 
a steel railroad car pulled by a steel engine over steel 
tracks held to the ties by steel spikes, with all of the 
railroad frogs, switches, bolts, nuts, washers and rivets 
made of steel. The farmer’s fence along the tracks is 
made of barbed wire, and his farm implements, tools and 
water tanks are of steel. 

He arrives in New York through a tunnel made of 
thousands of steel segments, carried to his hotel in a 
subway made of thousands of fons of steel, taken to 
his floor in a steel elevator and finally sleeps again on an 
iron bed on the fourteenth story of a hotel built around 
a steel skeleton. 

The pageant of iron and steel is the background against 
which our daily lives are lived just as much as it has been 
a background for the dramas of empires and nations. The 
future of business and of civilization hinges on the iron 
and steel resources of the world. The total iron ore 
resources of the world are difficult to even approximate 
but they have been estimated at about ten thousand 
millions of tons. Considering the enormous potential de- 
mands of the future these reserves seem none too great. 
The factors affecting iron and steel production and con- 
sumption are many. The veins and arteries of civiliza- 
tion are, and must be in the future, of iron and steel. 
To the man who can interpret the iron and steel pageant 
of the past and approximate the trends of this pageant 
in the future will go the richest rewards and recognition. 
































































































































































































































































































































® Allen M. Towns of the Brown 


Shoe Co., St. Louis, tells in this 


article how you can 


Make Your Credit Department 


A. Sales 


T seems perfectly obvious that ‘a 

Credit Department owes its exis- 

tence to the need of the house to 
safeguard its accounts—to the neces- 
sity of depending upon some depart- 
ment other than the sales organization 
for a decision as to what accounts and 
in what volume shipments are to be 
made. This on the surface would in- 
dicate that a Credit Department is any- 
thing but a producer.of sales volume. 
And yet that is exactly. as it is working 
out with us. The Credit Department 
of our company is responsible for sales, 
that in the nature of things. the Sales 
Department could never have produced. 

Let us take a case to illustrate. A 
fictitious name is used, but the case is 
authentic. The Meredith Store Com- 
pany had been a customer of ours for 
a number of years, although they had 
been dividing their shoe business 
among several houses. We in the Cred- 
it Department noticed that from year 
to year they were requiring longer ex- 
tensions, and finally their condition be- 
came such that we had to draw in our 
lines accordingly. Now in a situation 
like this (and every Credit Manager 
can call to mind hundreds of such cases 
out of his own experience) what could 
the Sales Department do? So far as 
that particular account was concerned 
their hands were tied. They could of 
course try for a new account with no 
assurance, however, that a similar sit- 
uation did not exist, or would not de- 
velop. 

In this case, as in hundreds of others, 
we made an analysis of the retailer’s 
shoe department, pointed out to him the 
conditions that caused his difficulties, 
showed him what remedies to apply, 
and in a short time had him all 


Producer 


strajgbtened out and happy. His vol- 
ume with us now is four: times what it 
had ever been, and as a risk his account 
has shown vast improvement. This is 
just one case out of hundreds. 

Efforts of this kind developed natu- 
rally in our Credit Department, because 
of the work that was being done by 
our Brown Plan Department in super- 
vising the operations of the group of in- 


dependent retailers known as_ the 
Brownbilt and Buster Brown Shoe 
Stores. These stores, however, are 


properly financed, selected retailers do- 
ing a large volume of shoe business ex- 
clusively. From watching the results 
obtained in these stores, we became 
deeply impressed with what every credit 
man already knows: namely, that lack 


In connection 
with this article 
from the Credit 
Department of 
the Brown Shoe 
Company, some 
| recent remarks 

of W. E. Tarlton, manager of the 

i) Central Shoe Co., affiliated with 
| Brown, and a director of the N. A. 
ii C. M., are of especial interest. Mr. 
] Tarlton said: ‘The development 
|) of business service or sales pro- 
ij motion as an activity of the 
)j Credit Department represents the 
greatest advance in credit poli- 
im cies in the last decade. It not 
Mi} only means a new ranking for 
| the Credit Department, as a pro- 
| ductive rather than non-produc- 
iq tive branch of the business organi- 
| zation, but it also opens up a new 
)\)| Opportunity to the Credit Manager 
|| himself—an opportunity for great- 
I] er recognition and increased com- 
| pensation. In our Credit Depart- 
i) ment, a man can not last unless he 
i) has the sales point of view, and, I 
i] venture to say, in time that will 
be true of all large and progressive 
companies,” 











of stock control and haphazard buying 
by retailers cause most of the grief en- 
countered by the Credit Department of 
a wholesale house. 

We saw the stores that we were help. 
ing under the supervision of our Brown 
Plan Department doing a volume of 
$40,000.00 to $50,000.00 at retail 
with a stock no greater than one of our 
risks whose volume was only $15,000.00 
to $20,000.00. We saw them operat- 
ing with average markdowns of less 
than 21% per cent., and knew that many 
of the accounts that caused us trouble 
suffered periodical inventory losses 
amounting to more than twice that fig- 
ure. We saw these stores earning over 
8 per cent. net on their retail sales, 
against an average of less than 2 per 
cent. on some of our regular accounts 
that we had investigated. The amaz- 
ing development of the Brown Plan, 
however, is a story in itself. Here we 
are concerned with the Credit Depart- 
ment and how it can become a produc- 
tive element in creating sales. 

It was, as said before, a perfectly na- 
tural development that we in the Cred- 
it Department should begin to apply to 
our general accounts some of the things 
that were being demonstrated as sound 
business practice in another department 
of the business. 

At first this was manifested in the 
changed attitude we took toward a de- 
linquent account. Instead of applying 
the accepted collection pressure, we be- 
gan to analyze the retailer’s business 
and where we found, as we usually did, 
a sincere desire to play fair, we helped 
the retailer adopt a scientific stock re- 
duction program, releasing tied-up cap- 
ital for the liquidation of accounts. By 
this method we not only won a check 
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in full, but also the retailer’s good- 
will and confidence. 

This led quite naturally to an ac- 
ceptance on the part of many retailers 
of the suggestion that 100 per cent. 
concentration on our lines would pre- 
vent a recurrence of the situation in 
which they had previously found them- 
selves. Soon there were many retailers 
who were depending on us not only for 
all of their shoe needs, but also for 
merchandising counsel. Presently we 
found it necessary to establish a divi- 
sion in our Credit Department devoted 
to the needs of this growing group of 
retailers. 

Since we had in the Brown Plan De- 
partment a complete set of control 
forms, we simply adapted these to the 
type of business we were handling. 
Stock arrangement, type analysis and 
type buying, also developed in the 
Brown Plan, were readily incorporated 
in our service. One of the forms is the 
Record of Operations, illustrated. This 
is handled on a weekly basis and is made 
out in duplicate, a copy being mailed to 
us, the other retained by the retailer. 


Dangerous Trends 


This record of operations, while sim- 
ple, tells us all we need to know about 
the account. If there is the slightest 
move in the wrong direction we can 
point out the dangerous trends and sug- 
gest means to correct them. If a divi- 
sion of the Shoe Department is weak, 
we can suggest measures for its im- 
provement. 

From a credit man’s standpoint these 
weekly records are an ideal report, but 
we are beginning to think of them also 
in terms of the opportunity it gives us 
to create new business by teaching the 
retailer aggressive merchandising meth- 
ods. The retailer uses these records to 
plan the next week’s business. It tells 
him what to buy, where to apply sales 
pressure, where to expand his stock and 
where to contract it, and a world of 
other information, a detailed discussion 
of which has no rightful place in this 
article. 

A manual of shoe merchandising 
practice is another of our helps. This 
booklet, lent to shoe stores and depart- 
ments operating on our Concentration 
Plan, reduces merchandising to its sim- 
plest terms. Diagrams show how stock 
should be arranged and sizes run. 
Charts become guides to types of mer- 
chandise to buy. Disposition of odd 
lots, retail selling methods, floor plans 
and similar subjects are covered. 

The division of the Credit Depart- 
Ment in question, besides handling the 
service work on the concentration ac- 
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counts, has become a definite ally of 
the Sales Department. In its early 
stages the plan worked something like 
this: the credit personnel,—there are 
eight major executives and four assis- 
tants,—were constantly on the alert 
for slow accounts that proved to be 
well financed, but extended. These 
were subjected to further analysis, and 
if this was favorable, they were placed 
on a prospect list. We are now or- 
ganized to go out after any retailer, 
whether he be our customer or not, and 
place our facts before him in so logical 
and convincing a manner, that the test 
of his desirability as a concentration ac- 
count can almost be measured by his 
desire to accept the proposition and 
handle the merchandising end of it. 
This brings the traveling representa- 
tive into the picture. We are well on 
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our way in a program of training our 
salesmen in modern methods of retail 
merchandising. We hold periodical, re- 
gional training classes, lasting from 
three to four days. We require our 
salesmen to make a continual study of 
our tested plans for successful retailing, 
from systematic material we furnish 
him as a basis for his study. He learns 
the application by working with the 
stores in his territory that are on our 
concentration plan. The objective, not 
so impossible of accomplishment now 
as it seemed at the beginning, is to make 
a trained merchandising counsellor and 
supervisor of every traveling represen- 
tative we have. Many of our sales- 
men who have learned the fundamental 
principles of successful retailing, and 
(Continued on page 39) 


GOR itceeseinerttie 
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IN THE FAMILY DEPARTMENT. 
WEEKLY SALES SHOULD 
EQUAL 6 PAIRS FOR 
EVERY 100 PAIRS IN STOCK 
OR 
$60.00 AT COST FOR EVERY 
$1000.00 IN THE INVENTORY 


MONTHLY SALES SHOULD 
EQUAL 25 PAIRS FOR 
EVERY 100 PAIRS IN STOCK 
OR 
$250.00 AT COST FOR EVERY 
$1000 GO IN THE INVENTORY 


AVERAGE COST OF SHOES 
SOLD SHOULD EQUAL 


AVERAGE COST OF SHOES IN 
THE INVENTORY 


ee 


{AVERAGE COST OF SHOES IN INVENTORY. 


TO DATE 


TOWN AND STA 


“TO COMPUTE ON A WEEKLY BASIS MULTIPLY SALES BY 52 AND DIVIDE BY ENDING INVENTORY. TO COMPUTE ON A MONTHLY BASIS 


MULTIPLY SALES BY 12 AND DIVIDE BY ENDING INVENTORY. 


TTO COMPUTE DIVIDE COST OF SALES BY NUMBER OF PAIRS SOLD. 


3TO COMPUTE DIVIDE COST OF SHOES IN STOCK BY NUMBER OF PAIRS IN STOCK. 


This Record of Operations is filled in and mailed weekly to the 


Brown Shoe Company by its 


customers. It brings out the 


basic trends of a store’s business. 
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The Credit Executive should 


be familiar with these 


Liability Insurance Lines 


described by CLARENCE T. HUBBARD 


sion of natural gas pipe lines, ex- 

plosion legal liability insurance has 
been in demand by public utilities. A 
similar policy has been drawn up for 
manufacturing plants, gasoline stations, 
and other enterprises where an explosion 
hazard might exist which could cause 
damage to the property of others, and 
thereby result in heavy claims. In 
some rare instances this cover has been 
written to also include fire, but as the 
average property owner carries fire in- 
surance on his own property, the latter 
feature is not a common one. 


There have also been legal liability 
policies provided against water damage 
to the property of others. The break- 
ing of dams, the falling of aircraft, and 
other hazards which could result in 
damage to property of others has added 
to the call for a legal liability insurance 
policy. 


|: recent months due to the expan- 


In other words the credit manager 
today and the banker have to take into 
consideration the possibilities of bank- 
ruptcy or heavy credit impairment due 
to claims resulting from damage to 
property as well as claims resulting 
from personal injuries. 

Perhaps the greatest financial ghost 
and the one which has frightened credit 
managers most has been in the possi- 
bility of “liability suits” from any 
cause whatever, the credit manager re- 
alizing that one suit for several thous- 
and dollars decided against a creditor 
can mean a dead loss. 


Therefore the granting of credit has 
been protected to a very large extent 
by the many forms of liability insur- 
ance, such as general liability for prop- 
erty owners, elevator liability, automo- 
bile liability, owners and tenants liabil- 
ity and similar forms of insurance. 
These deal with claims brought for per- 
sonal injuries and not for claims 
brought for damage to property—this 
latter feature being insured only under 
legal liability property damage poli- 
cies. 

And yet with all the liability forms 
of insurance available it is questionable 
whether such protection is insisted 
upon sufficiently by those having the 
responsibility of credit. 


It is a strange thing that in so many 
instances a merchant, business man, or 
property owner is found to be “fully” 
insured with relation to the common 
forms of policies, such as fire, life, acci- 
dent, burglary, etc., but entirely lack- 
ing in liability insurance. The condi- 
tion from the credit manager’s point of 
view should be entirely reversed. The 
credit manager should investigate and 
in most instances insist upon liability 
insurance first. 

The dangers of loss through liability 
suits are so much greater than the dan- 
gers from fire, burglary, water damage 
and the general run of hazards that 
they should be given insurance prefer- 
ence. Recognition of this fact has lead 
to compulsory automobile liability in- 
surance in some states. 

The fact remains that a man worth 
$10,000. who has been financed to buy 
a home, household equipment and an 
automobile, can be “fully” insured 
with fire, theft, automobile insurance, 
etc., and yet be ruined for life by one 
suit brought against him as the result 
of liability following an accident. 
Without liability insurance the other 
forms of protection are of little value 
in sustaining his credit. He can lose 
not only the $10,000. representing his 
capital and surplus, but if the suit is 
$50,000. his finances may be tied up 
for life. 

And yet according to insurance sta- 
tistics the average property owner does 
not carry liability insurance on his 
property. The house can be destroyed 
by fire, earthquake, windstorm, light- 
ing explosion or any other hazard and 
the owner can lose no more than the 
value of the house. If a pedestrian, 
however, is struck by a falling limb on 
his property and disabled for life he 
may bring a suit for $100,000. which 
will completely cripple the property 
owner’s capital and credit. 

Not every automobile owner carries 
liability insurance, but the proportion 
who do is greater than the proportion 
of property owners. Not only should 
the dwelling house owner be required 
to carry liability insurance in order to 
have the privilege of credit, but also 
store, theatre, and all municipal prop- 
erty owners as well. 





It is particularly important for les. 
ees. In some leases, the holder of the 
lease—it may be a highly cherish 
lease where the lessee values the good 
will of the owner and wishes to avoid 
any unpleasant relations, and where hy 
may be more than willing to do every. 
thing in his power to prevent disrup. 
tion—agrees to hold the owner fry 
from all damages resulting from claims 
which might be brought about by per. 
sons meeting with accidents on th 
premises—not only workmen but any. 
one. The credit manager should check 
up lessees to see whether they carry pub. 
lic liability insurance, bearing in mind 
however that such a policy does not 
protect the owners of the property in 
case of a joint suit brought agains 
both unless the policy is so constructed, 

For instance, an “attractive nuisance” 
has been the basis of suits. According 
to legal interpretation an attractive 
nuisance is such a place as an old bam 
or a shed where children might play a 
a regular practice and where, having 
done so uninterrupted for years, they 
take it for granted that it is all right to 
do so, and make the place an accu 
tomed haunt. If a child becomes in. 
jured on such premises the parents 
nevertheless can bring suit against the 
owner of the property. If the children 
were too young to heed any notice or 
warning which might have been posted 
and the shed or barn were proved in 
court as an attractive nuisance, a con- 
siderable suit could result. 

As a specific example, a child be- 
came injured while playing on a steam 
roller. The steam roller was parked on 
a side road and there were signs on it 
warning against trespassing, but the 
children formed a habit of playing on 
this machine and were never put off, 
and so the court decided that it was an 
“attractive nuisance”. When a child 
was injured, a claim was brought 
against a contractor who did not have 
public liability insurance. 

Of all the forms of insurance of 
value to the credit manager, the vati- 
ous liability coverages are perhaps most 
‘~portant. When carried they prevent 
an unexpected loss by suit and generally 
from causes beyond the control of the 
business man or property owner. If 
he is prosperous and has a large surplus 
in capital, the protection is important 
as he is more likely to attract larger suits 
than the man of smaller means. On 
the other hand, the man with small 
means should have the protection of 
liability insurance in order that his cap- 
ital may not be immediately wiped 
out. 
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lron and Steel 


Business Index 


BY DR. STEPHEN |. MILLER 


This is the third in a series of descrip- 
tions of business indices by Dr. Miller. 


N the production and distribution of 

iron and steel we have one of the 

most frequently used and widely 
accepted barometers of business activ- 
ity. In referring to this industry, 
economists and statisticians generally 
use the term “iron” to cover pig iron 
and ferro alloys, and “‘steel” to cover 
steel ingots and castings. 

As to unmined iron ore, the world’s 
supply is estimated at nearly 23 billion 
tons, of which 9,855,000,000 tons are 
in America. 

Steel, followed through all of its 
processes, is probably our most inter- 
esting and colorful industry. There is 
not a phase of it, from extraction to 
fabrication, that does not have some 
touch of romance. This is doubtless 
better appreciated by the many Euro- 
pean visitors who inspect our mines and 
furnaces than by Americans, who are 
perhaps too close to the industry to 
view it with proper perspective. To 
go into a mine and see the ore dislodged 
and brought out; to visit a steel plant 
when the night shift is at work; to 
watch structural iron-workers moving 
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quickly about on narrow beams and 
riding girders hundreds of feet above 
the street level,—these are experiences 
which give the steel industry meaning, 
as well as utility, and beauty as well as 
mass. 

On the basis of the best figures that 
can be obtained at this time, it appears 
that our pig iron production in 1929 
amounted to about 42,254,000 tons, 
establishing a new high record. The 
increases were established in the early 
months of the year, December figures 
indicating the smallest production for 
any month in two years. 

Steel ingot production in the United 
States in 1929, for all concerns in and 
outside of the Iron and Steel Institute, 
was probably close to 54,000,000 tons. 
As in the case of production of pig iron, 
the increases were made in the early 
part of the year, and December totals 
were low. 


As stated in the February Monthly 
Letter, unfilled orders of the United 
States Steel Corporation on December 
3 were the largest since April, and the 
highest for any December since 1925. 

In forecasting, iron and steel figures 
are important not only because of what 


they reveal about one of the world’s 
leading industries but also because of 
their tie-in with other indices, such as 
car loadings, employment, and bank 
clearings. It should be observed rela- 
tive to iron and steel as a business in- 
dex: 


First—These products enter into the 
manufacture of a large number of im- 
portant products such as automobiles, 
agricultural machinery, tools, trans- 
portation equipment, bridges, struc- 
tures, and buildings. This means that 
iron and steel are a basic index of in- 
dustrial activity. 

Second—There was a time when “un- 
filled” orders for steel would accumu- 
late for long periods of time, causing a 
recession in the steel industry consider- 
ably later than the recession in general 
business. Today, orders for this prod- 
uct are much more direct, enhancing 
the value of this index as an immediate 
business measurement. 


Third—The manufacture of steel is 
in such large units as to make the ad- 
justment of supply and demand more 
rapid than in many other industries. 
This means a quick adaptation to busi- 
ness changes. 
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fall of stocks in British history, 

comparable only with the Baring 
panic of 1890, preceded and was an 
actuating cause of the American panic, 
and that a coincident fall in Paris and 
Berlin accompanied the British liquida- 
tion. It began with the failure of the 
banking house of Clarence Hatry in 
August, followed by his arrest in Sep- 
tember and subsequent conviction for a 
gigantic forgery of stock certificates. 
This started the British liquidation in 
London and New York. 

There had been a coincident rapid de- 
cline of stock prices on the Berlin and 
Paris exchanges. In Berlin stocks had 
declined with little interruption since 
early in 1928. The liquidation on all 
three of the principal European ex- 
changes no doubt contributed in im- 
portant degree to the overthrow of the 
American stock market, and was largely 
responsible for the September liquida- 
tion in New York, with its tremendous 
growth of brokers’ loans partly to take 
up the holdings relinquished by foreign- 
ers. Indeed, there were indications that 
foreign liquidation in Wall Street per- 
sisted into 1930. 

I had stated my opinion in Septem- 
ber, preceding the panic, that the mar- 
ket had reached its peak, as proved to be 
the case. I also expressed the view that 
the recession would not be in the nature 
of a serious crash, in whichiI was mis- 
taken. I also predicted that the new 
plateau of stock prices would survive 
any recession. This has proven true. 

On the studies of the remarkable rise 
in earnings of corporations during the 
bull movement, I would venture she 
opinion that between two-thirds and 
three-fourths of the rise in the stock 


Pia realize to-day that the greatest 


World Crash in Stocks 
Produced 


American Panic 


BY PROFESSOR IRVING FISHER 





@ In this article Professor Fisher analyzes the 
causes of the American Stock Crash, inter- 
preting the influences of the Berlin, Paris 
and London exchanges as well as the major 
domestic factors. 


market between 1926 and September, this stabilization came the marvelous 
1929, was justified. increase in the rate of production, with 

There was a remainder which was not _ resultant rises in earnings and in the 
justified. Its unjustified character is rate at which earnings were plowed back 
best betokened by the abnormal swelling into business. All this justified the ex- 
of brokers’ loans. People who were eager _pectation of prosperity and boosted the 
to profit went into debt for this pur- stock price level still higher. Industry 
pose, erecting a great credit structure had found that in its research labora- 
more topheavy than had been previously tories, staffed by scientists from the uni- 
erected. versities, was the most profitable invest- 

Even a slightly increased “tempo” of ment ever made. Also, the war, with its 
production finds great magnification in inflation and deflation, had resulted ina 
the stock market. That is because the stoppage in immigration. This helped 
rate of rise of common stocks is much to keep wages high and organized labor 
faster than that of fixed or senior se- was strong enough to resist that reces- 
curities. That is, the common stock sion of wages which would have fol- 
absorbs the advantage which bonds, be- lowed naturally upon the business de- 
cause of their fixed return in dollars, pression of 1920-21. The heads of in- 
cannot absorb. The common stock will dustry decided that high wages must be 
go up to the extent that the bonds and continued, and that it was up to them 
preferred stocks cannot go up. to use labor-saving inventions. 

There had been an initial rise in the In addition to the great impulse 
value of common stocks because the dol- toward !abor-saving inventions, owners 
lar had depreciated in purchasing power economized on labor by introducing 
during the war, and here again common __ industrial management as never before. 
stocks, because of this equity principle, The war had pyramided industrial mer- 
absorbed the lion’s share of increased gers, which by common consent wert 
dollar earnings. condoned. The willing co-operation of 

Investment had also been encouraged labor with management followed upon 
by the war “drives” to promote the sale the conversion of the whole country t0 
of government bonds. The public had the advantages of higher production per 
been trained to “borrow to buy bonds” man by the aid of science. 
and from that it was but a step to bor- The studies of the relation of stock 
rowing to buy common stocks. prices to earnings during this period of 

After the war and post-war inflation great increase in wealth and earnings 
and deflation came the stabilizing of all power of corporations, made it cleat 
prices on a higher level, and on top of that the old arbitrary fashion of esti- 
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mating ten times the annual earnings as 
a fair selling price for common shares 
was inadequate. With the rapid changes 
in outlook of individual businesses, the 
price-earnings ratio becomes meaningless 
as a guide to investment without that 
constant scrutiny of prospects which 
the machinery of invest- 
ment counsel and invest- 
ment trusts has lately pro- 
vided. Earnings have been 
increasing more steeply than 
formerly and have been dis- 
counted further and fur- 
ther into the future. The 
consequence is that the av- 
erage justifiable price-earn- 
ings ratio has risen. 

But even so, in most of 
the comparisons of 1929 
and 1928 as to the average 
price-earnings ratios, there 
is seen a decline in those 
ratios preceding the stock 
market panic. This indi- 
cates that, with the excep- 
tion of two or three months 
immediately preceding the 
panic, the market was not 
much, if any, overinflated. 

Had there been no such 
piling up of margin ac- 
counts as the total of brok- 
ers’ loans revealed, inciden- 
tal in some degree to the 
issuance of nearly eight and 
one-half billions worth of 
new securities during the 
first nine months of 1929, 
there would probably have 

en no panic. 

Or, had there been no 
Hatry failure, which precipitated a 
panic and consequent fall in prices on 
the London Stock Exchange to a deeper 
bottom than on the New York Stock 
Exchange, thus occasioning the immense 
withdrawals of funds of British holders 
from the American stock market, it is 
quite arguable that there would have 
been no American panic. The increase 
in the brokers’ loan account during the 
early stages of the American crash gave 
some measure of the selling by British 
holders, with the consequent necessity 
of American borrowings to take over 
the surrendered securities. 

There was the downward turn in the 
business trend resulting in a rather 
rapid decline in the average of whole- 
sale prices during the summer of 1929; 
but this was not so great as the 1927 
down-turn had been, and it could not 
alone account for the panic. There was 
the tax on capital gains, discouraging 
the active selling of stocks to take 
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months after. 


profits and encouraging the buying of 
new securities by the help of loans in- 
stead of by the proceeds of sales of 
stocks. There was the sudden increase 
of a billion dollars’ worth of new securi- 
ties by the investment trusts, with a lag 
in their reinvestment of the proceeds in 
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STOCK PRICE INDEXES 


1927 


This graph shows that the downward trend in 
London stocks began more than a year ago. 
The fall in New York quotations followed eight 
The London liquidation was less of 
speedy than the New York liquidation but 


more drastic. 


the stock market. Finally, there was the 
“boom” enthusiasm which during the 
three months preceding the panic to a 
considerable degree, ignored yields and 
earnings in its extravagant belief in the 
future growth of business. This en- 
thusiasm doubtless had its hold upon 
intelligent speculators who had substan- 
tial grounds for their optimism as well 
as upon the “lunatic fringe” that always 
attends the performances of a rising 
market. 

It is not altogether unlikely that there 
were other facts and situations now un- 
known or hidden, which may later be 
unearthed, which played important roles 
in bringing about the panic. 

All the untoward causes operated to 
produce a collapse from the high level 
of September 7th to the low average of 
November 13th—a 42 per cent. decline 
in my daily index of daily market prices. 
Over-enthusiasm may have raised the 
September market to a point fifteen to 
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twenty per cent. higher than was war- 
ranted by the substantial justifying 
causes of the bull market. 

Since 1926 there has been a continued 
and increasing absorption into these 
equities of advantages resulting from 
increased earnings and the plowing-back 

of earnings into business at 
increasing rates. 

In addition, these equities 
have absorbed still greater 
advantages from the revo- 
lution in the estimate of 
future earnings because of 
the mass production of in- 
ventions by gigantic re- 
search laboratories, bettered 
business management, mer- 
ger economies, labor co- 
operation, prohibition and 
other causes. 

All these advantages have 
been heightened by a more 
secure expectation of in- 
creased earnings residing in 
the stable purchasing power 
of the dollar during the past 
seven years. As theretofore 
unstable money had _hin- 
dered business, so now stable 
money promotes business. 


Changing Attitude 


With this promotion 
there has been an economic 
change in the attitude of 
investors toward the risks 
investment in common 
stock. Bonds were once re- 
garded as safe, and stocks as 
unsafe; now, with the elim- 
ination of risks in diversified invest- 
ments, and in changing investments as 
a result of constant scrutiny of business 
prospects, common shares have become 
popular because of their comparative 
safety. I still hazard the statement that 
in spite of the tremendous harm that 
has been done to common stocks during 
the panic of 1929, investment trusts 
have made it safer to invest in common 
stocks than ever before. 

Because of these solid achievements 
of the past seven years, their present 
continuance, and the assurance that 
they will be prolonged into the imme- 
diate future, I feel that the threat to 
business due to the dislocation of pur- 
chasing power by reason of transfers of 
stock holdings will be temporary. Ful- 
filment of the pledges by the nation’s 
business leaders that industrial programs 
will be adhered to, that wages will not 
be reduced, and that the “tempo” of 

(Continued on page 39) 

































































































































































































































































































Many customers had been on this com- 
pany's books for years, often getting 
more credit than financial conditions 
warranted. Then came chain and “cash 
The indepen- 
dent retailers were competing in price 
with the cash-basis chains and yet doing 
a big credit business with customers from 
whom collection could not be forced. 


“Put Teeth” in 


and carry’ competition. 


R the past two years I have read 
Fe: article on Chain Stores that 

I could find. I have watched the 
chains make their debut and at the 
same time I have watched the effect on 
the independent grocer. 

As Credit Manager for a wholesale 
grocery firm that has been in business 
for fifty years, I have found careful 
scrutiny followed by prompt action, 
to be a credit necessity. 

We have on our books many cus- 
tomers who have been there for years 
and who, in the past, have owed us 
more money than their actual financial 
condition warranted. Since the change 
in the business of retailing groceries, 
brought about by the public’s educa- 
tion in buying as taught by the chain 
store, it has become necessary to closely 
scrutinize the manner in which our 
customers have tried to meet the newer 
and keener competition, and to decide 
whether these old customers were still 
entitled to their line of credit. 

How should the credit man go about 
this scrutinizing of credit, and how 
should he meet the situation? My first 
action was to make a close survey of 
the localities in which the chains had 
established their tentacles. It was 
found that not as many outside owned 
chains had been established, as cash and 
carry stores under well known chain 
names owned and operated by local 
men. 

Inasmuch as the majority of these 
“cash and carry” stores were buying 
from local jobbers, it was an easy mat- 
ter to secure a report from the local 
Credit Association which definitely 
showed the amount of merchandise pur- 





chased from local jobbers by each of 
the “cash and carry” stores. These 
amounts gave a fairly accurate idea of 
the volume of business done by the 
“cash and carry” which was supple- 
mented by occasional visits and quick 
appraisal of the stocks carried. 

This information in regard to the 
“cash and carry” stores was placed by 
the side of the same information con- 
cerning independent stores in the af- 
fected localities. The comparison of 
volume gave a basis on which to regu- 
late the amount of credit to be ex- 
tended to the independent grocer. 

Investigation showed that the inde- 
pendent grocers were meeting, in many 
instances, the prices of the “cash and 
carry”; it showed that some of the in- 
dependents were rapidly learning a val- 
uable lesson in merchandizing and were 
adopting chain methods; it showed that 
other independents who were not wide 
awake and on the job, were losing 
ground, all of which gave us a signifi- 
cant insight into the individual’s busi- 
ness status. 


Cutting Down on Credits 


But, something else was found—it 
was found that a number of the inde- 
pendents were learning from the ahains, 
meeting their prices, but still doing a 
big credit business. These independents 
were not culling their flock of credit 
customers, they had thousands of dol- 
lars on their books and were still 
crediting, knowing full well that thev 
could not force collection from a single 
account because there were no laws 
with “teeth in them” that would h-ln 
the independent collect an account for 





A Difficult Retail Problem In- 
duced by Chain Competition: 


Chain Competition 









What was to be done? The retailer was 
faced with a situation that had “no teeth 
in it”, and the wholesaler in turn was 
faced with a similar situation in his re- 
lations with the retailer. Mr. Ben Good- 
man, Assistant Secretary and Treasurer, 
the Lewis Bear Co., Inc., Wholesale 
Grocers of Pensacola, Florida tells in 
this article how he 





groceries already consumed by 
dear people”. 

What was to be done? 

There were several things to be done 
by the credit department and to be 
done quickly. 

A salesmen’s 


“the 


meeting was imme- 
diately called for the specific purpose 
of discussing accounts in their various 
territories. The salesmen were enlight- 
ened with the information gathered by 
the credit department from the various 
reports and personal visits. Each ac- 
count was taken up separately and a 
decision made as to whether the amount 
of credit should be reduced on that 
particular account under discussion; 
whether to reduce the terms for the 
particular customers from thirty days 
to two weeks; to ten days; or to a week- 
ly basis. The reduction in terms was 
largely regulated by the class of trade 
of the individual account. For ex- 
ample: if an account had railroad trade, 
we knew railroad men were paid twice 
a month; if a saw-mill trade, many 
sawmills pay weekly, some every two 
weeks and some by script, cash being 
given once a month for the script in an 
attempt to force the laborers of that 
particular mill to trade at the com- 
pany store. 

In reducing the terms and credit of 
various accounts, we met with objec- 
tions by the salesmen. They said we 
would lose business, the account would 
get sore with the house and trade else- 
where. 

We were deliberate in our decisions 
and positive. Our reports could be re- 
lied upon. We did lose some business, 

(Continued on page 40) 
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The 
Round-Up 


ILLIONS of cattle roamed the hills, 
M the valleys and plains of the old 

‘West. Unrestrained by man or 
fence, they grazed at will, most of them 
keeping to the main herds, near favored 
water holes and ranges, but always a few 
“outlaws” or stragglers seeking freedom in 
out of the way places. These dumb, half- 
wild herds played an important part in the 
settlement and development of the West. 
Cattle still represent a considerable source 
of American wealth. 

One of the most romantic and colorful 
features of western life was the round-up. 
Scores of men were required to find the 
stragglers and head the whole lowing, rest- 
less herd toward the great corral. 

“With heaving side and swinging horn, 
And sudden wails from one forlorn, 
Across the wide expanse they sped, 

As there arose beneath their tread 

A hollow note that muffled all— 

The cracking whips and drivers’ call— 
The Prairie’s bass, a thundrous hum 
That rumbled like the mighty drum.” 

Once in the corral, the unbranded calves 
and mavericks had to be branded, general 
condition observed, the marketable sepa- 
rated from the main herd and a careful check 
made as to ownership. 

The annual round-up 
was the rancher’s inven- 
tory. It has its parallel 
today in the merchant’s 
inventory of stock, and 
in the credit manager’s 
inventory of receivables. 

The ranchman wanted 

to find out the con- 





BY DR. STEPHEN |. MILLER 


dition of his cattle; the credit manager 
wants to know the condition of his ac- 
counts. The ranchman took care to weed 
out the stock that did not pay; he called 
them “boarders.” The credit manager 
wants to classify accounts into “profitable” 
and “unprofitable.” The ranchman was 
careful to breed the kind of cattle that 
would make him a profit. The credit ex- 
ecutive wants to know the size of orders 
that will pay, and the territorial zones 
within which profits will be forthcoming. 
Accounts may be “boarders” as well as 
cows, and like cattle they should be branded. 
From a slightly different point of view, 
the modern business or credit convention is 
like the old-time round-up, for the round- 
up was a gathering of men as well as cattle. 
Neighbors from distant ranches would 
gather around the chuck wagon and discuss 
their problems. At informal campfire con- 
ferences they would decide on steps to’ be 
taken against the cattle rustlers, and work 
out plans for improving roads or developing 
new water holes. The round-up had its fra- 
ternal and social side, too. It was the one 
occasion during the year when the ranch- 
men rallied around the same chuck wagon 
to renew acquaintance, to discuss their com- 
mon interests and to 
strengthen bonds of 
friendship. It is to be 
hoped that the coming 
“round-up” of the Na- 
tional Association of 
Credit Men at Dallas, in 
the heart of the old cat- 
tle country, will revive 
these pleasant traditions. 

















































































































































































































© Press Cliche 


USSIA is a very unpopular subject 
re on which to write for a group of 

business men, particularly credit 
executives. There are two or three very 
good reasons for this. First of all, the 
principles of Communism, especially 
the one of the abolition of private prop- 
erty, are contrary to our American 
business ideals. It also seems that many 
of us have become deeply prejudiced 
against Russia because of the mass of 
propaganda which has filled our papers 
in the last ten years, picturing the Reds 
as fiends in human form indulging in 
atrocities of every imaginable sort and 
experimenting in every weird notion 
from nationalization of women to the 
abolition of God; and finally, as credit 
men we may be hostile to Russia as a 
good risk because she has refused to 
pay what we have considered her just 
debts for old obligations contracted to 
us and other nations. 


Russia Can’t Be Ignored 


Despite the unpopularity of my sub- 
ject as reflected in these reasons I am 
going to state emphatically that there 
are few subjects we can consider at this 
time that will be more important in the 
long run to us as American business 


men than Soviet Russia. We must not 
stick our heads ostrich-like in the sand 
and refuse to consider Russia because 
we are prejudiced against her. Russia 
cannot be ignored and furthermore will 
not let herself be ignored. Sooner than 
we expect we will be confronted in a 
serious way with the problem of her 
recognition. We are the only large na- 
tion which has not yet done so. 

We are engaging in an_ intensely 
competitive struggle for world trade 
with other nations and are refusing to 
deal officially with one of the largest 
possible customers in the world—a cus- 
tomer who prefers to deal with us 


@ This article is written by Mr. Harold Winchester of the J. B. Lyon Co., 
Albany, New York, and vice-president of the Albany Association 


of Credit Men. 


The editor of Credit Monthly heard Mr. Winchester 


make an address on credit conditions in Soviet Russia before the Fif- 


teenth Anniversary Meeting of the Albany Association, held in that 


city on February 20. It is said that Albany has long been a try-out 


place for shows because its rather coldly critical attitude and lack of en- 


thusiasm are good indicators of the show's probable success. The enthu- 


siasm manifested by credit executives at the Anniversary Meeting shows 
that business men of Albany do not reflect this attitude. The advanced 
type of thinking and discussion that took place at this meeting is evidenced 
by the subject matter of this article by Mr. Winchester. 


rather than with any other nation. 
Some of our wise and forward looking 
businesses have already entered on the 
ground floor, and are doing big business 
with the Soviet government, even 
though officially the latter does not yet 
exist. You may be surprised to know 
that our trade with Russia totalled 
$150,000,000 in 1929 whereas in the 
last pre-war year, 1913, our total trade 
with the Czarist government was $45,- 
000,000. In 1928 the figures were 
$101,000,000, showing a decided ad- 
vance for 1929. This opportunity for 
an enormous trade with Russia alone 
will soon compel us to recognize her, 
for our foreign competitors will be get- 
ting the jump on us if we are too slow 
in overcoming scruples which every 
other large nation has decided were not 
valid. Aside from this important mat- 
ter of trade opportunities with her, 
there are several reasons why we should 
think about Russia and not ignore her 
because we don’t like her form of gov- 
ernment. 

In the first place, Russia is the largest 
single continuous nation in the world, 
occupying one seventh of the land sur- 
face of the globe. It is one of the 


world’s richest lands in the matter of 
natural resources, having vast untapped 
wealth in forests, minerals of every 
kind, water power, and richness of soil. 
It has always been one of the great 
granaries of the world. It is really an 
undeveloped frontier country with un- 
limited possibilities of agriculture and 
industrial expansion. Then add to 
these facts two more which are of vital 
importance and you will agree that we 
should carefully study Russia and try 
to understand her as a nation. One fact 
is that Russia will probably never be 
conquered by a military force, due to 
her great size and to the coldness of 
her winters. Napoleon lost 400,000 
men in the Russian catastrophe. Our 
own American soldiers and those of our 
other Allies were forced by the. Red 
Army to withdraw in 1919. For sev- 
eral years after the Revolution, Russia 
was blockaded by all nations who re- 
fused to trade with her but has come 
through these desperately difficult years 
with a confidence in her future ability 
to be self-sufficient in case the rest of 
the world again becomes actively hos- 
tile. The other important point is that 
Soviet Russia has a very definite ‘“will- 
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to-power”. Her leaders believe that by 
an intensive industrial campaign under 
Communist methods she will soon be 
a rival to America for world suprem- 
acy. As Walter Duranty, respected 
correspondent of the New York Times 
in Moscow, recently wrote, “As far as 
Russian communism is concerned, one 
thing is certain—every ounce of ruling 
power, and boss power, and ward 
henchman power and organized work- 
er’s power, and young-idealistic-know- 
nothing-kid power is massed together to 
make it win”. You do get this very 
definite impression over there that the 
Russian leaders are out to push Russia 
very much to the front as a world 
power and as an example of the super- 
jority of their Marxian doctrines. Un- 
der a Five Year Plan which budgets 
every phase of the Russian economic life 
she is preparing for an intense indus- 
trial struggle. Whether she will suc- 
ceed in this I am certainly not prophet 
enough to foresee but the important 
point to observe is that one of the most 
potentially powerful countries in the 
world is working feverishly as a unit 
and with every controllable force bent 
toward the one aim, of winning her 
place in the sun. Certainly a fact like 
this should make us pause and study her. 
In the course of an European trip a 
few months ago I visited Soviet Russia 
because I have been impressed for some 
time with her great importance to the 
world and because I wanted to get some 
first hand data on the Russian situa- 
tion,—having for some time recognized 
the unreliability of the reports which 
are handed out to us as news from Rus- 
sia. I came away from the country 
more impressed than ever with her im- 
portance to the world for good or for 
evil, and with the conviction that a 
remarkable experiment is being con- 
ducted there which, if successful, will 
profoundly influence the whole world. 
Although I spent only ten days in 
Russia it is surprising just how much in- 
formation one can gather in such a few 
days. While one doesn’t become an 
authority in such a short time, still one 
can acquire through observation, dis- 
cussion, and study, sufficient data to 
become virtually an expert compared to 
the average American who gets his in- 
formation almost entirely through 
sources hostile to the Soviet form of 
government or else through Communist 
propaganda which paints the picture in 
roseate colors. If I gained nothing else 
from my trip, it was to be set straight 
On many misstatements about Russia. 


A discussion of these alone would al- 
most fill a book. 
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I am now able to have some sense of 
balanced judgment about reports from 
Russia. Take the present world-wide 
intensity about religious persecution in 
Russia as a case in point—a protest 
which in many cases presents the ironic 
note of representatives of Christ de- 
manding that we go to war with Rus- 
sia to force them to believe as we do. 
The only persecution you can put your 
fingers on in the papers is that churches 
are being torn down. But when one 
visits Russia one sees thousands of 
churches lying idle because of lack of 
attendance, due, of course, to the revolt 
of millions against the old religion 
which preyed on them in Czarist days. 
At the same time one is able to see the 
very difficult housing problem confront- 
ing the government, and can then ap- 
preciate their policy of tearing down 
these idle buildings to make way for 
factories and apartment houses or else 
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to use them for offices, storehouses, 
gtanaries, museums, etc. Naturally, 
the churches are taken over by the 
government because under Communist 
theory all property belongs to the gov- 
ernment. I attended church services 
both Sundays I was in the country. 
There were about two hundred people 
in attendance each time, for the most 
part old men and women. There is no 
interference with church worship for 
any one of the many sects in Russia, 
Christian, Jew, Mohammedan, Greek 
Orthodox and Catholic considered. But 
no church can have centralized power 
of propaganda or instruction of the 
youngsters under eighteen. 

At the time you are reading this you 
may not be directly interested in ship- 
ping a bill of goods to Soviet Russia, 
but just the same I consider this a very 
important subject for us as credit men 
to think about. Whether we want to 
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or not we may soon come face to face 
with the problem of doing business 
with Russia on a huge scale and, of 
course, prior to that, with the problem 
of recognition, although as I have re- 
lated we are now doing a large amount 
of business with her, $150,000,000 in 
1929, even if the country does not offi- 
cially exist. 

My subject “Is Soviet Russia a good 
Credit Risk?” is a difficult one to ap- 
praise without having given you these 
preliminaries. In fact to understand 
Russia at all you must really have a 
comprehensive background because 
what is occurring in Russia today has 
been caused by what has happened there 
for hundreds of years. Most of the 
things that the Soviets are doing are 
done just the opposite to what the 
Czars did for the very reason that the 
hated Czars did them. 


The Three C’s 


As a credit man I am going to follow 
regular credit procedure and try to an- 
swer the question I have proposed as a 
subject by seeing how nearly Russia fits 
into the three C’s of Credit, that is 
Capital, Character and Capacity. I 
shall also add the fourth C which must 
now be taken into consideration, Con- 
ditions,—and speak of that first. 

Before we can decide whether Soviet 
Russia is a good credit risk at present 
we must know something of the eco- 
nomic background of the country. In- 
dustrially Russia has always been far 
behind the rest of the Western World. 
Not until about 1900 did she begin to 
set up an industrial system, then mostly 
controlled and operated by German 
capital. This slow development did 
not meet the test of either the Russo- 
Japanese war or of the World War. 


© Ewing Gallowey 


Her industrial system was 
so corrupt, inefficient, and 
antiquated that it broke 
down completely in the 
World War and was one 
of the main factors that 
precipitated the 1917 Rev- 
olution. The Soviets took 
over badly broken down 
railroads and factories that 
could not produce suffi- 
cient munitions for the 
army, or enough food and 
clothing for the people. 
Immediately after the sec- 
ond Revolution in Octo- 
ber 1917 when the Allied 
Armies and the White 
Armies invaded Russia 
there was almost a complete stoppage of 
business of every sort for almost two 
years. Civil War ravaged the land. 
Then came the terrible famine which 
killed so many millions of people. When 
finally the Red Army had driven out 
all of its foes, when order was restored 
and the famine period had passed, the 
Soviet Government started to get her 
economic system working, faced by as 
overwhelming handicaps as ever con- 
fronted any governmental group in the 
history of the world. In strict fairness 
we must give her great credit for work- 
ing her way up to her present position 
on an economic theory untried before 
on such a huge scale and hindered at all 
times by a hostile blockading world. 


No Silk Stockings 


I shaJl slip over all discussion of the 
controversial question of Marxian eco- 
nomic theories and how the Soviets 
worked them out in practice at the be- 
ginning, how they tried and rejected 
some of their ideas and how they com- 
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elevator at Samara, Russia 


Unloading American tractors to be used ip 


working collective farms 


promised on others. The point to re. 
member is that they have survived 
through a terribly difficult economic pe. 
riod and are now facing the world with 
a fairly well-organized industrial sys. 
tem. Russia is not yet ready by any 
means to take its place in the competi- 
tive struggle for world markets, for it 
is as yet too far behind in filling its 
own demand for goods to satisfy every 
need. On every hand the traveler sees 
evidences of the poverty of the country 
and of its people. In Leningrad, for 
instance, once the beautiful capital of 
the Empire, one finds a dilapidated run- 
down-at-the-heels city, whose streets 
are full of gaping holes. More than half 
the store windows on the main business 
street are missing, boarded up, or taped 
together along their big cracks. It 
would probably take all the glaziers in 
New York State a year just to put new 
window glass in Leningrad. The stucco 
has fallen off most of the brick houses 
and is lying in heaps along the founda- 
tions. Iron railings are everywhere 
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Architect’s drawing of first communal dwelling, 
to be erected for metal-workers of Moscow 


rusted or broken away. It will take 
many millions of dollars in supplies to 
get just this one city alone back to its 
pre-war condition—and this is typical 
of all Russia. The people are poorly 
dressed and look as if the same clothes 
were worn the year round. One does 
not see any smartly dressed Russians, 
and never sees silk stockings worn by 
the women. 

One Sunday afternoon in Leningrad 
[ hired a shiny new open Ford car and 
toured the city. I counted just eleven 
other automobiles that afternoon. 
Wherever I stopped to look at some- 
thing of interest a crowd would collect 
and rub their hands over the car, and 
some boy would always press the old- 
fashioned bulb horn. I am giving you 
these few examples just to show in a 
small way the poverty of Russia as 
compared to conditions in the United 
States, and to give you a picture of the 
enormous amount of work yet to be 
done to advance the people to a fairly 
satisfactory standard of living. 

Russia was delayed several years after 
the Revolution by the necessity of first 
building her own factories before she 
could produce any goods. A large share 
of her annual budget has gone, and still 
is going, into erecting large factories 
from which the full benefit of produc- 
tion will not be derived for another few 
years. But the tourist is amazed to see 
on every hand huge modern plants go- 
ing up or in operation, numerous apart- 
ment houses being erected, power plants 
being built and roads being constructed. 
Everywhere there is building activity, 
Supervised in most cases by American 
engineers. Russia is certainly building 
as fast as she possibly can with a limited 
budget. I visited several factories and 
Was astonished to find them modern in 
every respect with all operations speeded 
up, The main government printing 
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plant in Moscow, for in- 
stance, compared very fav- 
orably with our Govern- 
ment Printing Office in 
Washington. In all this 
industrial dev elopment 
which the Soviet govern- 
ment is pushing feverishly 
American business firms 
and engineers are engaging 
in increasing number and 
helping very materially in 
this great expansion. The 
General Electric Company, 
Ford Motor Company, Du 
Pont Company, Sperry 
Gyroscope Co., Austin 
Company, Hugh L. Coop- 
er & Company and Inter- 
national Harvester Company, are among 
those firms that have extensive relations 
with Russia. It would take a whole 
evening just to tell you of the work 
being done by Americans alone but I 
am sure you are getting the point that 
all this enormous industrial expansion 
in Russia is progressing rapidly and in 
most cases is engineered and supervised 
by Americans, and with large quantities 
of modern American equipment. In 
other words, Russia is developing an up- 
to-date efficient industrial system. 

As a credit executive you will ask 
how Russia is paying her debts to these 
American firms. Every bit of evidence 
and information I have shows that the 
Soviet government has been meticulous 
in meeting promptly every obligation it 
has contracted. I talked with a num- 
ber of Americans and German business 
men doing business with Russia and all 
reported satisfactory settlements. Natu- 
rally our largest American firms would 
not sell to Russia unless they realized 
the vast potentialities of the country. 
The Communists have been “good pay” 
during their regime and will undoubt- 
edly continue to do so as long as their 
present economic progress 
continues. I am not now 
discussing the matter of 
the Soviet government’s 
refusal to pay the debts of 
the Czarist and the Ker- 
ensky governments, to us 
and other foreign nations. 
That is an involved con- 
troversial question about 
which much could be said 
for the Soviet side of the 
question. I personally am 
certain if we ever recog- 
nize Russia and give her 
large credits she will 
gladly pay up her debts to 
us, though she will prob- 
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ably never admit in principle her obli- 
gation to pay the debts of the Czarist 
and Kerensky governments which she 
still so bitterly hates. 

You are undoubtedly interested in 
the character of the men at the head of 
the Soviet government. All authorities 
are unanimous in agreeing that they 
are unusually capable men, honest and 
zealous and working long hours for the 
maximum Communist salary of $115 
per month. The commissioner in charge 
of railroads for instance who would 
probably draw a salary of $150,000 for 
running the American railroads gets 
the same $115.00 as does the Com- 
munist engineer of one of his trains. 
These leaders are of course sincere 
fanatics believing in Communism as a 
solution of all the world’s problems and 
devoting their lives to proving the truth 
of Marxian doctrines. They are devout 
evangelists of a new religion and as 
graft and high living are diametrically 
opposed to the Communist scheme no 
quarter is given to the thieving or 
bribe-taking member. Whether or not 
this type of leader will continue I do 
not know. 


Credit Capacity 


As to their capacity the general opin- 
ion seems to be that they have shown 
remarkable ability for men with so 
little executive experience and with 
such long years of prison confinement 
in the past. As you doubtless know, 
all the famous Soviet leaders from Len- 
in down, have spent years of their lives 
in Siberian convict camps. 

Where the leaders do not have the 
necessary information and equipment 
they are reaching out all over the world 
to engage the highest type of engineers 
and experts to aid them. Technical 
schools and colleges are being opened 
all over Russia to give scientific and 

(Continued on page 41) 
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HAT is the definition of 
credit manager? It is the 
title by which we designate 


the man or woman who heads the de- 
partment responsible for finances and 
accounting in a business organization. 

What is meant by the term “sales 
minded credit manager”? I would say 
we mean a credit manager who is 
awake, who recognizes and cheerfully 
assumes the responsibility of his posi- 
tion in the organization and in the 
business world. 

Ever changing styles are as inevitable 
in successful modern business as in fem- 
inine dress. You have often heard it 
said we cannot stand still, we must 
move forward, we must progress, or we 
drop behind. I repeat the saying here 
only because of its vital truth—as true 
in business as in vegetable life and as 
true in its application to human char- 
acter as to modern business. 

In the business “set up’ of the old 
days the credit manager considered 
himself, and was considered by others, 
as merely the “watch dog of the treas- 
ury”. He was eternally on the defen- 
sive, his only objective, his only aim 
was to keep the company’s losses at the 
lowest possible figure. 

He looked upon every order that 
came across his desk, every sale that 
was submitted to him for approval of 
credit as a challenge, he seemed to feel 
that the sales department’s only am- 
bition was to slip something past him 
—to smuggle an account through the 
credit department’s outpost and into a 
place between the covers of the com- 
pany’s ledger that would eventually re- 
sult in a loss. 

There was always that spirit of strife 
between the credit manager and most 
other departments. He was looked up- 
on by the others as an enemy—a neces- 
sary evil. He felt it his duty to regis- 
ter a kick regarding every déllar spent. 
He opposed the advertising appropria- 


The Sales Minded Credit Manager 
‘Lay Bricks” — 

He Helps “Build a Cathedral” 
BY S. J. WAN KUREN 


Factory Sales Manager, Cherry-Burrell Corp., Cedar Rapids, lows 


Doesn't ’ 


the merchandise in- 

ventory, the sales’ expense 

and everything that repre- 
sented the outlay of funds in connec- 
tion with the company’s business. There 
was a deplorable lack of co-operation 
in many cases between the credit man- 
ager and the other divisions. This was 
not always true, of course, but I think 
it was the prevailing situation in a 
great many, if not a majority of busi- 
ness organizations. 

Nor was it entirely the credit man- 
ager’s fault—not by any means. In 
many cases the sales department—the 
sales manager was just as much, some- 
times more to blame. It was a sort of 
custom for the sales manager and his 
entire force to look upon the credit 
manager as a natural enemy. It had 
grown into a sort of feud. A few 
moments’ discussion with the average 
sales manager upon the subject would 
give you the impression that the sales 
manager was a charter member in some 
association for the suppression of credit 
men. 

The general manager of a large busi- 
ness concern, following the close of a 
year’s business, walked into the sales 
manager’s office one day and announced 
that the company’s credit losses for the 
preceding year had amounted to less 
than one-tenth of one percent. and he 
said to the sales manager, “That’s 
pretty good, isn’t it?” The sales man- 
ager answered, “Altogether too damn 
good in my opinion”. Who can guess 
the amount of business that may have 
been lost to that concern through the 
rigid, cold blooded methods of the 
credit manager who sees _ business 
through only one lens—the collection 
of accounts? 


tion, 





In the new phase of modern business 
there appears before us an altogether 
different picture. 

A modern business organization may 
be compared to a gasoline engine or 
power plant, a machine that consume 
fuel, converts it into energy and de. 
livers that energy in the form of a ser. 
vice from which profit is derived by 
its owner. 

These power units vary in size over 
a wide range of application from single 
to sixteen cylinders. The single cylin- 
der is comparable to a one man business, 
in which one man may be able and can 
find necessary time to look after all its 
departmental responsibilities, and with 
the assistance of ordinary help, to con- 
duct that business profitably. 

In another the responsibilities may be 
divided between two men—perhaps A 
has charge of finance and purchasing, 
while B looks after production and 
sales. That might be compared to a 
twin cylinder motor and called a “two 
cylinder” business. 

Let us use, for illustration, a manv- 
facturing and selling business that is 
divided six ways—that is into six de- 
partments—finance and accounting, en- 
gineering, purchasing, production, ad- 
vertising and selling. Each depart- 
ment is in charge of a manager. We will 
call it a “six cylinder” business. 

Now why do we place finance and 
accounting at the head of this list? Be- 
cause the financial manager has to 
function both before and after each im- 
portant transaction completed by the 
other departments. It is his respon- 
sibility to arrange for the necessary 
funds to finance the venture and also 
each transaction that occurs. Then, after 
the purchase of the necessary materials, 


@ Why have sales and credit departments worked at cross 
purposes for so long? What is the new responsibility credit 
executives are assuming in business? What are the greatest 


attributes a credit man must possess to successfully meet his new 


responsibilities? These questions are answered in this article: 
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+ lows mind the most necessary, the one indis- 
pensable plank in any business platform, 
and the management of his department 
pusiness involves a responsibility of great mag- 
ogether nitude. 
The successful gasoline engine can be 
re the result of only high class 
ine or design, engineering skill, me- 
— chanical precision, intricate 
nd de- micrometer dimension and 
Bete: accurate assembly, It must 
ved by possess sturdiness and dur- 
ability — every mechanical 
ie OME movement timed to the frac- te 
Single tion of a split second—parts d, 
cylin- made of pure metal, care- 
— fully prepared, some heat A 
nd can treated and case hardened, (_ 
all its others ground and polished to ™ 
1 with the smoothness of a plate ‘we, 
0 Com mirror, and it must have “Ae 
plenty of clean pure lubrica- . 
nay be tion. The greater the num- 
aps A ber of cylinders the more 
hasing, delicate becomes the task of 
n and correct timing of hair line 
| to : precision in dimensions and 
= assembly. 
In a six cylinder business, 
ma if success is to result from its 
hat “ efforts, that same care must 
ix de- be exercised in the selection 
So Sie and preparation of the origi- 
n, ad- nal material and in this work 
one a knowledge and understand- 
= ing of human nature, the 
ability to read men is almost 
and an indispensable asset. 
t? Be- This is the job of the man 
as: 2 who creates the organization. In the 
ch im- selection of his material he must be 
yy the able to read human nature—he must 
espon- search out and select the proper mate- 
“essary rial for the construction of each “cylin- 
d also der” in his business. He must be very 
after careful in the selection of his human 
terials, metal. Some of it must be “case hard- 
ened” by experience, yet annealed to 
cross the proper degree of flexibility by the 
4 addition of judgment, common sense, 
redit sincerity and other human elements in 
atest its Composition. 
But once started the task of smooth- 
new 
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development of the design, employment 
of necessary labor to complete the con- 
struction, the creation of demand for 
the merchandise produced and its sale 
to the user, the credit manager must 
collect the money, recover the original 
investment with its resultant profit. 
Thus it should be an easy matter to rec- 
ognize the important part the finance 
or credit manager plays in modern busi- 
ness. His department represents to my 


‘Intricate micrometer dimension and precision 
is as necessary to the credit department as to 
the engine. 


ing out the bumps, levelling the ridges 
and high spots in the various depart- 
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ments falls to the lot of the department 
managers themselves. The designing 
engineer and the production depart- 
ment can bring about the perfect tim- 
ing, carburation, compression, spark 
and exhaust in a gas engine, but in a 
business organization it is up to the de- 
partment heads themselves. In _ the 
power plant, or other mechanical opera- 
ition, this is called “timing”, in a busi- 
ness organization we call it “team 
work”’, and as in the engine the greater 
number of cylinders employed, the more 
important and intricate becomes the 
problem of perfect timing; the greater 
the number of departments in the busi- 
ness, the more necessarv and difficult 
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becomes the problem of perfect team 
work or synchronization of effort. 

One of the most vitally important 
elements in successful mechanical per- 
formance is lubrication. Without lub- 
rication of the right sort a machine, no 
matter how well designed or built, 
shortly becomes a complete wreck. The 
comparable element in business, to my 
mind, is co-operation and without co- 
operation in business eventual wreckage 
and failure is just as certain and inevit- 
able as is the destruction of bearings and 
other moving parts exposed to friction 
in a mechanical device that results from 
the absence of lubrication. 
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In the new phase of modern business 
conduct the absolute necessity of this 
lubricant called co-operation is fully 
recognized by ail capable and efficient 
executives, and each department mana- 
ger must also recognize its vital impor- 
tance, must rise above the influence of 
petty jealousies, of selfishness and narrow 
vision, must master his own natural per- 
sonal prejudices and lend his efforts to 
the accomplishment of all that is best 
for the good of the business if he would 
successfully and creditably discharge 
the obligation his position involves. 

In the conduct of a modern four, 
six or eight cylinder business of today, 
the manager of each department, but 
more especially the credit and 
sales manager, gather pe- 
riodically at a conference 
table. and hold a consultation 
in the interest of the business, 
look upon each other as part- 
ners with the same objective, 
with the same common goal. 
The credit manager no longer 
considers the sales depart- 
ment. and its members as his 
traditional enemy — he no 
longer. _ subconsciously __re- 
sents. the efforts of the sales- 
men to increase the com- 
pany’s volume of - sales 
through increasing the num- 
ber of accounts on the books 
and the sales department no 
longer considers the credit 
manager a mill stone around 
its neck. The credit man- 
ager feels it as much his duty 
to develop, increase and en- 
large the scope and volume of 
the company’s business as 
does the sales manager — and 
this is just as true of the 
other departments — engi- 
neering, production, advertis- 
ing and purchasing. 1 doubt 
very much if the effect of an 
antagonistic state of mind on 
the part of any other department head 
would or could be as far reaching or as 
detrimental, as much of a handicap to 
the interests of that business, as in the 
case of the credit manager. 

The sales minded credit manager will 
find an unlimited field in which to 
spread the gospel of a closer relation- 
ship, closer contact, better understand- 
ing, greater confidence, between his 
firm and the purchaser of his com- 
pany’s merchandise. He will also find 
that a vast amount of constructive 
work can be done by his department in 
that direction. 

The sales minded credit manager will 
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make a careful study of general con- 
ditions in various parts of the country 
available as a sales field or market, he 
will cultivate the confidence and good 
will of the territory salesman, counsel 
with him personally at every oppor- 
tunity and by letter constantly. The 
salesman will soon become a moving 
animated encyclopedia of trade and 
credit information that can be secured 
on the ground, while the credit depart- 
ment keeps him fully supplied with the 
information available through financial 
sources, mercantile agencies and the 
National Association of Credit Men. 

The Sales Minded Credit Manager 
manifests an interest in each new ac- 
count secured and promptly starts an 
investigation into that customer’s af- 
fairs, not solely for the purpose of 
“holding him to the light”, so to speak, 
not for the exclusive purpose of de- 
termining whether there is a prospect 
of getting his remittance covering that 
original purchase on the exact date the 
bill may come due, but to determine 
what the customer’s prospects for suc- 
cess may be. He counsels and advises 
that customer in kindly correspondence, 
manages to meet him personally if pos- 
sible, and gains his confidence. He has 
in his department a card index informa- 
tion system upon which is recorded, in 
condensed form, the information he is 
able to acquire regarding each account 
both present and prospective. He does 
not depend entirely on commercial 
agencies, he rates a customer according 
to his personal standing in his own 
community, his past record, if any, the 
profit his business is showing and his 
future outlook rather than the cold raw 
figures set opposite his name in either 
a Dun or Bradstreet agency. 

In the event this account is new, a 
small business just getting started, he 
invites the customer to come to him 
for advice relative to financing his busi- 
ness, helps him to avoid pitfalls while 
his business is young and he is inexpe- 
rienced. He keeps in close touch and 
counsels with the salesman who calls 
on that customer, warns him against 
over selling and warns the customer 
against getting too heavily involved. 
He knows that as long as that customer 
is making money he will pay his bills 
and that when things are a little tight 
with the customer that he will get his 
money ahead of the other creditors— 
his bill will be the first one paid because 
in the case of the small business man 
nothing earns his everlasting gratitude 
like kindness, helpful suggestions and a 
friendly attitude on the part of the 
credit department of the firm from 


whom he buys merchandise. 

There are, of course, exceptions— 
there are some customers who belong 
on the list of C. O. D. accounts, others 
with whom the credit manager must be 
rigid, firm, “hard boiled”, some who 
like that sort of treatment and some 
who take every advantage offered by 
any act of kindness and consideration. 






One of the most vitally important 
elements in mechanical performance 
is lubrication. The comparable ele- 
ment in business is co-operation. 


There are, of course, too many such 
buyers, but no one method of handling 
will result successfully in dealing with 
both and it would be as disastrous to 
apply the wrong method of treatement 
to one as to the other. One of the nec- 
essary requisites in the make-up of the 
successful credit manager is the ability 
to promptly classify the type of buyer 
through the medium of available in- 
formation concerning him and _ his 
business. This is very difficult even if 
at all possible, without the assistance 
and full co-operation of the sales de- 
partment. 

I am not suggesting that the credit 
manager should make a pal of the cus- 
tomer. It is not good business to be- 
come too friendly. There is an old 
saying that “familiarity breeds con- 
tempt”—a reasonable measure of dig- 
nity is very necessary. Don’t overdo 
it. 

There was an article in the December 
issue of Creptr MoNnTHLYy, which I 
hope every credit manager has read. It 
is by G. C. Klippel of the Van Camp 
Hardware and Iron Company, Indian- 
apolis and President of the Indianapolis 
Association of Credit Men. Mr. Klippel 
calls himself an unorthodox credit man- 
ager—well, maybe he is, but the ideas 









set forth in that article mark him ag thy 
right type. His slogan is—the job of 
the credit department is to assist the 
firm in showing a profit—not merely ty 
avoid losses. He is cultivating ang 
harvesting a substantially profitable ap. 
nual crop from a field that most com. 
petitors pass up entirely because it 
considered a poor credit risk. 

The credit manager today to be suc. 
cessful must be sales minded—must fk 
constantly thinking sales—sales jp. 
crease—sales volume—-sales profit. The 
salesman on the territory must feel th 
he has the credit 
manager back of 
him. He must bk 
just as eager to 
please the credit 
manager as he is to 
please his imme. 
diate superior, the 
sales manager, and 
that desire must be 
prompted by 4 
feeling of good 
will and co-opera- 
tion rather than 
by the fear of 
criticism. 

It is by no means my intention to 
advocate anything approaching slack 
method or carelessness in the handling 
of credit on the part of the credit man- 
ager. Deliver me from the “easy 
mark” in the credit department. And 
there are altogether too many salesmen 
traveling territories in every line of 
business today whose principal concern 
is the volume that may accumulate in 
their order books this week without re- 
gard to the prospects for collecting the 
money when the bills come due. Sucha 
salesman should be promptly disciplined 
and if he persists in disregarding his 
responsibility in that direction, if he-re- 
fuses the co-operation to which the 
credit manager is entitled, he should be 
promptly replaced. 

The Salesmen should be educated 
right from the very start to fully un- 
derstand the responsibility that rests 
upon them in connection with collec- 
tions on their sales. This educational 
work should be the entire responsibility 
of the Sales Manager with the co-opeta- 
tion in fullest measure of the credit de- 
partment. In my opinion it is a mis 
take for the credit manager to criticise 
the salesmen. This should be done 
through the sales manager entirely. All 
discussions between credit manager and 
salesmen should be of the most pleasant 
character. 

The credit manager like every other 

(Continued on page 42) 
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Can You Analyze This Statement? 
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Here is a financial statement that offers several unusual twists and turns that will 
challenge your analytical ability. This statement should give excellent mental 
exercise. The case is hypothetical as far as the company is concerned but 
thoroughly sound in basic principles. After you have worked out an analysis 
that satisfies you, turn to page 38 and compare your analysis with the solution 
offered on that page. 

























Consolidated Balance Sheet 


ae THE BLANK PROVISION COMPANY 
| January 31, 1930 

| 

| 

| 


Cash $ 33,217.84 Accounts Payable $ 35,587.18 
Accounts Receivable 32,788.22 Notes Payable—Banks 60,000.00 
Inventory . 59,306.17 Mortgage Payable ...... oe 45,000.00 
Investment in Stocks 1,500.00 Capital Stock . 25,000.00 
Paid in Life Insurance 3,600.00 Surplus 2-1-29 100,305.85 
Land and Buildings 87,947.14 Gain to date : 10,159.10 
Fixtures and Equipment 46,552.76 
Automobiles 10,140.00 
Leasehold 1,000.00 





$276,052.13 





$276,052.13 


Profit and Loss Statement Year Ended January 31, 1930 


i te . $1,391,007.00 
Gost obf Saige: .. 5... 25. . 1,098,890.00 

















Gross Profit ........... $ 292,117.00 





Selling and Administrative ex- 
MOEN oc cep oop e's 3 281,957.90 






NET PROFIT ....... $ 10,159.10 





Terms of Sale—7 days THe BLaNK Provision COMPANY 
Terms of Purchase—7 days after is a wholesaler of meats and pro- 

arrival of shipment. visions. It also operates two re- 
tail stores for the sale of meats, 
butter and eggs. 
















Vlese is the question: 
Can this company meet its obligations as a going concern and could it liquidate ? 


Turn to page 38 and compare your analysis with the 
solution offered on that page. 
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The best way for the wholesaler 


to help himself is to help his 


retail customers. 


This article by 


Mr. Ernest A. Dench, describes 


the most advanced methods of in- 
creasing retail sales through scien- 
tific open display, telling how to 


avert the ever prevalent evil of 


HE old-fashioned retail grocery 
T establishment had the self-imposed 
discipline of a public park. Cer- 
tain fields are set aside for playing; 
while others, chiefly those sprinkled 
with flower beds, are not to be trampled 
over. One’s movements are restricted. 
So with the food store of a generation 
or two ago. Customers were free to 
march up and down the exposed cen- 
tral division, but were not admitted 
beyond the counter barrier. And two 
counters stretching the full length of 
the store on either side needed no sign 
to caution one to “Keep Out.” Women 
lined up at either counter and made 
known their wants to the grocer or 
his salesmen. The counters were piled 
high with merchandise, as were the 
spaces back of the counters, with the 
food products stacked to the ceiling. 
Today, a transformation, for which 
the chain self-service and semi-self- 
service stores are mainly responsible. 
The independent food retailer has had 
to yield to changing conditions or face 
extinction. 


Retail Godfather 
The role of godfather has been vol- 


untarily assumed by many progressive 
wholesalers. More truthfully, the po- 
sition has been forced on them, since 
the mortality among the ranks of in- 
dependent grocers has been dangerously 
high. Those wholesalers who failed to 
adjust themselves to changing condi- 
tions have either gone bankrupt or are 
not making any profits. 

As so candidly expressed by Frank T. 
Dannemiller, general manager of the 
Dannemiller Grocery Company, Can- 
ton, Ohio, the alert-minded wholesalers 
expect to keep a large number of intel- 
ligent retail grocers in business by pro- 
fessional assistance and counsel. Among 
other large wholesalers to see “the hand- 
writing on the wall” are Sprague, War- 
ner and Company, Chicago, Illinois, and 
the Francis H. Leggett and Company, 
New York City. All three organiza- 
tions have come to the rescue of their 
trade customers by conducting educa- 







“Take it Down— 


Mark it Down’ 


tional campaigns and operating model 
grocery stores. The latter embodies 
all the latest ideas of what a model 
grocery should be. 





You can use this article to very 
practical advantage by conveying 
the information it contains to your 
retail customers as a service feature. 
You have permission to incorporate 
the subject matter of this article in 
any of your service bulletins. Re- 
prints of this article, with the spe- 
cial compliments of your company, 
will also be supplied on request. 





Of these three wholesalers, the Dan- 
nemiller Grocery Company has put 
theories into practical use. The other 
two firms confine their store layouts to 
a section especially set aside in their 
warehouse or salesrooms. The Danne- 
miller Grocery Company leased a new 
store building in a residential section of 
Canton and arranged it according to 
their ideas. An efficient manager was 
placed in charge, yet it was not open to 
the public. The object was to educate 
independent retailers in modern store 
arrangement and display. Six months 
later, by which time practically all 
their clients had inspected the practical 
layout, Dannemiller’s sold the model 
store to a progressive Canton grocer, as 
a permanent object lesson in proving 
that theories have their foundation in 
fact. 

The message which Dannemiller’s 
have for retail grocers everywhere is 
their “Fifteen Points on Arrangement” 
platform, which may be summarized as 
follows: 

1. Counters away from shelves. 

2. If possible, no working counters 
closer than twelve feet from the front 
door. 

3. Vegetables, bulk goods and cakes 
close to scale and wrapping counters. 

4. U-shaped center control, if pos- 
sible. 

5. Four feet from counter to shelf, 
if possible, but six feet is ideal. 





6. Fast moving goods close to de 
livery counter; telephone likewise. 

7. Avoid counters longer than 42 t 
48 inches. 

8. Make retailers realize that any set 
arrangement of fixtures is not perma 
nent. A good merchant will make small 
changes of delivery counters and racks 
to keep the public interested in the 
store, but according to principle of 
saving steps and time for himself. 
Opening of shelves to public gives them 
an opportunity for self-service, assist- 
ing the retailer and not increasing over- 
head. 

9. Special location of vegetable win- 
dow as to traffic and position of door. 

10. Plenty of space in front of coun- 
ters and meat counter. 

11. Try to run combination of self- 
serve and service store. 

12. Do not have any display on coun- 
ters or display cases above four feet 
except on pyramid displays; leave view 
wide open. 

13. Get bulk goods away from under 
counters. Put in trade booster and in- 
crease sales about 87 per cent. 

14. Place counter close to delivery de- 
partment. 

15. Lighting system (Plenty of light). 


Features Worth Considering 


The four Model Store Windows are 
well lighted. All the displays are kept 
low, to permit a clear view through the 
entire store from the street. On enter 
ing, the woman is first attracted by a 
large green goods display, adjoining one 
of the windows. From this point, the 
customer views an attractive stock of 
food products on steel shelving, lac 
quered black and white. The shelving 
extends on both side walls; almost the 
entire length of the store. There i 
a meat department at the rear. 

Starting with the shelving, the high 
est grade foods are on the top shelves, 
and then graded downwards. One set 
tion is used for each department, ex 
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Industries of the Lone Star State 


Threshing Wheat Near Dallas 


ae Ry 
© Ewing Galloway. 


(Above) Cotton Field and Mill 
(Below) Cattle in a Feeding Lot 


Where N.A.C.M. Con- 
vention Will Meet 


ATTLE, cotton and oil are usually more 
closely associated with Texas than any other 
industries. The state’s early growth resulted 

from the raising of beef cattle and Texas still holds 
an important position in this industry. Great 
herds still may be found on the western and south- 
western plains but they are blooded stock, scien- 
tifically bred and tended. Comparatively recently 
the state has made enormous strides in dairying. 
Regional chambers of commerce are taking the lead 
in this industry and several large milk plants have 
been established in the state during the last year. 

Cotton is the most important agricultural prod- 
uct of the state. Nearly one-half the entire na- 
tion’s cotton crog is produced in Texas and thous- 
ands of acres are being added to the industry each 
year from reclaimed sections in the west. Crop 
rotation, diversification and intelligent cultivation 
are becoming general in the state. More than a 
score of large textile mills are located in the state, 
near the source of their raw material. A program 
is now underway in the state to increase this num- 
ber considerably and to build finishing and dying 
plants to handle the product of these mills. 

Texas forms the world’s most important oil ter- 
ritory, producing more than a quarter billion bar- 
rels of oil each year. Oil refining and allied in- 
dustries have sprung up all over the state. With 
the combination of cotton and oil Texas stands 
second only to the state of New York in value of 
its exports. (Turn to fourth page of Supplement) 





Texas Cities 


as You 


Will See Them 
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A Bird’s-eye View of Mdbsiness 


AUSTIN, the Capital of Texas, is beautifully sip d | 
at the foot of a range of mountains giving it the convent! 
of “The City of the Violet Crown’. Austin ith the 
the best educational advantages in Texas. Beside t 
numerous public and private schools and colleges, 
libraries of the State of Texas and the Library of : 9) 
University of Texas, the largest in the Southwest, HOUSTO 
located here. _" 
of te 
upwai 
its w 
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etrolcum 
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BEAUMONT to the average citizens in other pars dl 
the country immediately spells petroleum, because iti 
there that the famous Spindle Top Wells which 

to spout in 1905 at the rate of 50,000 barrels daily, 
located. Besides its important oil fields, it is a é 
tribution center for East Texas and Northern 
ana. Sulphur refineries and chemical works make it 
industrial center of importance. BAN AD 


the sit 


DALLAS is now the thirty-ninth largest city ind 
United States with a population of almost 300,000, 
is one’ of the most important distributing centers i 
Texas. It ranks fifteenth in the national list of j 
bing centers and leads the nation in the distributs 
of cotton gins, harness and saddlery, and farm i 
ments and machinery. More than 2,000 national 
operate. branches in Dallas. 


EL PASO, famous in American history as a typicl 
frontier town, has always been a gateway to Meni. 
During the past twenty-five years, its commerce wil 
Mexico has increased phenomenally and its population 
has made correspondingly rapid strides. Its full nam 
“El Paso del Norte,’ means in Spanish “The Pas @ 
the North.”’ 
© Ewing Galloway FORT WORTH, one of the chief livestock centers # 
. ° he U S i center, 
(Above) Fort Worth from the Air—the Heart of the City Se Unless Staum, © malar: ppueicen: SS 


important in manufacturing interests and in gra 


° ° e ° ° handling, is the great supply point for the Panhandle 
(Below) Texas State Capitol at Austin—Largest Building in Southwest of Texas and distributor of the Panhandle’s Suid al 
cattle, hogs and grain. trucks, 
ol feld 
GALVESTON is second only to New York in annul } in Te 
volume of exports, a harbor accommodating the lage able to 
ocean going ships. Galveston has a national reputetia duction 
as a recreation and pleasure resort. It has am a } ind 
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d beach, splendid hotel facilities and is noted as 
convention city. The causeway connecting Galveston 
th the mainland and the sea-wall facing the Gulf are 

the notable structures of Texas. 


HOUSTON 1s a port, a manufacturing and distributing 
. The widening of Buffalo Bayou and construc- 
of terminal facilities have provided accommodaticn 
upwards of a thousand vessels making annual calls 
its wharves. Houston is a big lumber center, the 
jnus of many oil pipe lines, a large proaucer of 

trocum products, of cottonseed products, chemicals, 
n goods, etc., and important in its wholesale and 
ing trade. 


SAN ANTONIO, apart from its historical interest, 
the site of the famous ‘‘Alamo’’ Mission, holds first 
among Texas cities in population, and a foremost 

ce in manufacturing and in wholesale and jobbing 
wests. The city has a large trade with Mexico and 
the distributing point for a rapidly developing, terri- 
in southwest Texas. Despite the city’s great de- 
mt in recent years which has reared giant. modern 
cial and industrial structures, it still retains 
much of that historic and romantic atmosphere of the 


ACO, a leading commercial and industrial center, 
mia large market for cotton and cotton products, is 
in the heart of the black land belt and has the most 
medective, populous immediate trade territory of any 
lage Texas city, possibly excepting Dallas. There is a 
fat cotton growing industry in McLennan and ad- 
jxmmt counties and Waco is one of the principal inland 
cotm markets of the Southwest. It is the home of 
the annval Texas Cotton Palace exposition. 


WICHITA FALLS is a commercial, banking, industrial 
and petroleum center. Manufactures include motor 
tacks, glass, flour, brick and tile, petroleum products, 
tilfeld machinery, etc. Some of the best farming land 
in Texas surrounds Wichita Falls. It is equally adapt- 
able to cotton, wheat, corn and grain, sorghum pro- 
duction, and Wichita Falls is both a cotton market 
ind-wheat milling center. 


Wall at Galveston 


© Ewing Galloway 


A Colorful Blend 
of the 
Old and New 


(Above) Houston Becomes a Seaport: Harbor Once a River Bed 
(Below) The Alamo of San Antonio Where Davy Crockett Died 





Besides these three great natural re- 
sources Texas produces wool, mohair, 
sulphur, lumber, grains and other min- 
eral and agricultural products. All 
these products flow to Texas cities, 
where manufacturing establishments 
and financial institutions are centered. 

Texas is spending on its public school 
system $50,000,000 a year, or ten times 
the amount spent in 1900. The popu- 
lation has doubled in the same period 
while the value of farm property has 
jumped from nine hundred million to 
nearly four billion. 


Few people think of Texas as a 
coastal state. It has more miles of sea- 
coast than any other but one state in 
the union. Its ports of Houston, Gal- 
veston, Corpus Christi, Port Arthur 
and others play an important part in 
world trade. Texas ports unload $42,- 
000,000 worth of foreign merchandise 
each year and each year they send in 
return to foreign shores $643,000,000 
in Texas cotton, Texas gasolene and 
other petroleum products, sulphur, 
grain, and the thousands of products of 
Texas manufacturing establishments. 
The steadily growing interchange of 
business with South America has lent 
an increasing importance to Texas sea 
ports and in the future these first ports 
of entry from the south will be much 
used. Those who guide the destinies 
of our ports realize this and are adding 
daily to the facilities for handling 
South American commerce. The Pan- 
ama Canal has been of untold benefit 
to the Texas ports, giving them a short 
route to the Pacific Coast and to the 
Orient. There is novelty in the sight 
of a Japanese flag in the Gulf of Mex- 
ico today. 


Someone has said of Texas industries: 
‘To move the Texas corn crop would 


take a string of box cars longer than 
the distance between New York and 
San Francisco. If the 1,500,000 tons 
of sulphur mined in Texas annually 
were in the hands of his Satanic 
Majesty, they would solve his fuel 
problem. If all the cotton grown in 
Texas were baled and built into a stair- 
way, it would reach to the Pearly 
Gates. If the 213,768,000 barrels of 
oil produced in Texas last year were 
made into gasoline, it would run a well- 
known make of light car throughout 
eternity. If all the hogs of Texas were 
one hog, he could dig the Panama 
Canal in three roots and one grunt. If 
all the Texas steers were one STEER, 
he could stand with his front feet in 
the Gulf of Mexico and his hind feet 
in Hudson Bay, and with his horns 
punch holes in the moon, and with his 
tail brush the mists off the 
Borealis.” 


Aurora 


An Oil Well Running Wild 


(Above) Grape Fruit and Palms in Texas Magic Valley 
(Below) Sheep on the Texas Plains 
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t where two sections are necessary. 
The less profitable goods are confined to 
the shelving at the rear side ends of 
the store. This is done with the idea 
of compelling people who come in to 
buy unprofitable items, to pass the dis- 
plays of profitable goods and perhaps 
be tempted by them. 

Somewhat similar, in regard to these 
display arrangement fundamentals, is 
the Model Store maintained by Sprague, 
Warner and Company. This firm re- 
alizes that such a store is not the “last 
court of appeal.” The fundamentals 
can be profitably utilized by the aver- 
age grocer, but Sprague, Warner treats 
every retail grocer as an_ individual 
problem. Grocers are accordingly of- 
fered an individual service, consisting 
of a scale drawing suggestion. The 
grocer provides a rough sketch of his 
present store arrangement, plus the 
complete details of the store layout and 
fixtures. The recommended arrange- 
ment is based on this data. 


Technique of ‘‘Open Display” 


Summing up, the grocery establish- 
ment that conforms to modern shop- 
ping demands adheres entirely to Open 
Display. As already emphasized 
counters should be away from shelves 
so that customers can “browse” among 
the wares and pick out what they want. 
In operating the Modern Premier Mar- 
ket, Leggett’s have wall shelves no 


(Above) Outside view of 
the Model Grocery Store 
of the Dannemiller Gro- 
cery Company at Can- 
ton, Ohio. 

(Below) Two views of 
the interior of the Dan- 
nemiller Model Grocery, 
which show how the 
“Fifteen Points of Ar- 
rangement”? discussed in 
this article are put into 
practice. 


The exterior of the Model Store which Sprague, Warner & Co., 
Chicago, have set up in their salesrooms. 


higher than seven feet. Why? The 
explanation, as given in their inspiring 
sales manual is that: 

“Experience shows this to be the 
greatest height from which either the 
customer or the salesman can conven- 
iently reach the merchandise. 

“There is no stack-up merchandise 
above the top shelf. If it is fast mov- 
ing merchandise, it is ridiculous to put 
it there. If it is not fast moving, the 
result is that we are making storage 
space in our store. After its labels be- 
come dust-ingrained because they are 
slighted in the cleaning, the chances 
are we are finally moved to take it 
down, mark it down, and dispose of it 
at a loss to ourselves and a loss of rep- 


utation to the manufacturer. Instead 
of merchandise, a few plants are used 
for decorations. From time to time at- 
tractive cards offering seasonable sug- 
gestions, menus, recipes, or other sales- 
provoking ideas are displayed above the 
shelves.” 

The second fundamental principle is 
the abolishing of counters, except a 
horse-shoe division at the middle, or 
working counters near the end of the 
store. The open space may be broken 
here and there with show cases or 
tables, so long as they do not interfere 
with access to the side wall displays. 
It has been aptly called “The Island 
Display” by Leggett’s, who point out 
that: “It should not be confused with 

a ‘bargain counter,’ but can 
be made to have the same 
fascination for your cus- 
tomers as 

counter has. 


any bargain 
New mer- 
chandise, improvements in 
packing, unusual 
which are not found in 
every grocery store, are 
here given an opportunity 
to speak for themselves.” 
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® History is the foundation upon which we stand to 
survey the present and look into the future. 


The 


credit executive of today can enrich his background 
and sharpen his discrimination by familiarizing him- 
self with major credit movements in history and the 
men back of these movements. The Rothschild 
family, as described in this article, controlled the 
credit destiny of Europe during the critical period of 
the Napoleonic era, and with their wealth helped 


make political history. 


greatly the course of events is de- 

pendent on money and credit and 
the handlers of money and credit. The 
more dramatic events of history, like 
wars and revolutions, are usually de- 
scribed in terms of men, cannon, 
deaths, and territory lost or won. Little 
mention is made of the fact that wars 
are financial enterprises involving the 
expenditure of huge sums of money and 
the extension of an enormous volume of 
credit, and that the bankers are in real- 
ity “the men behind the men behind 
the guns”. 

The story of the Rothschilds, a fam- 
ily of German bankers, sheds a bril- 
liane light on the role financiers play in 
the shaping of events, which seem, at 
first glance, to be set in motion only 
by the genius of some outstanding 


F EW readers of fistory realize how 


statesmen. The Rothschilds financed 
every important movement in that 
troubled period in European history 
from 1800 to 1830. During the first 
half of this period all the important 
European powers were at war with Na- 
poleon. After his defeat at the battle 
of Waterloo in 1815, it took his con- 
querors fifteen years to climb out of the 
hole into which the Napoleonic wars 
had sunk their finances. 

The rise of the House of Rothschild 
was the result of an uncanny ability to 
take advantage of events, a knack of 
getting into the good graces of those 
in power and almost unnatural degree 
of luck. 

Meyer Amschel Rothschild, the 
founder of the fortune of the House, 
started a small money-changing busi- 
ness about 1770 in a tiny house in the 





Nathan Did Ie! 


BY FRANCES MICHAELSON 


You? 


Ghetto of Frankfort. 
terested in rare coins, which he col- 
lected and sold to connoisseurs. Through 
this side-line, he became acquainted 
with William, the ruler of the neigh- 
boring province of Hanau, who was a 
few years later to become ruler of 


He was also in- 


Hesse-Cassel and one of the richest 
princes in Germany. Besides his in- 
terest in collecting rare coins, William 
was interested in making money. He 
lent money, sold troops, played the 
stock market. Eventually he threw a 
little business Meyer’s way, by allow- 
ing him to discount bills of exchange 
which he received from England. Since 
the proceeds of these bills of exchange 
were paid back to William in instal- 
ments, Meyer often used the money he 
collected to speculate with on his own 
account. These bills of exchange thus 
provided him with much needed capital 
for which he paid no interest. 

When war broke out with France 
soon after the French Revolution, Wil- 
liam took full advantage of the oppor- 
tunity to “profiteer”. He lent money 
and sold troops to the. allies against 
France, which included every European 
power. He prospered greatly, and 
Meyer to whom he intrusted more 
more of his business prospered with 
him. When, as a result of Napoleon's 
victories in Germany, William of Hesse- 
Cassel was forced to go into exile, he 
left some of his important business 
papers, such as stock certificates- and 
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mortgages with the Rothschild family 
for safekeeping. They administered a 
great deal of business for him and kept 
in touch with him throughout his exile. 

Meyer had married, and by 1792 was 
the father of eleven children, five of 
which were boys. These sons were early 
taught the elements of their father’s 
business. As the father grew older, 
they took almost complete control of 
the business and extended it into four 
countries outside of Germany: Nathan 
in England, James in France, Solomon 
in Austria and Carl in Italy, while 
Amschel, the eldest son, was head of 
the branch in Frankfort: 

In these troubled war-times, the 
Rothschild brothers gave many proofs 
that they knew how to turn circum- 
stances to their profit. Napoleon had 
declared an embargo on all English 
goods. A prohibition of this kind al- 
ways suggests some form of bootleg- 
ging to the daring. The Rothschilds, 
Nathan in England and James in 
France, smuggled in enormous quanti- 
ties of English goods into Europe, and 
derived much profit from this illicit 
business. 

Nathan, the brother who settled in 
London, was the most brilliant busi- 
ness-mind of the family. It was he 
who brought the Rothschild House 
into government affairs by his clever 
plan of financing the English army 
then fighting in Spain against Napol- 
eon. The fighting had been long and 
hard, and the provisions and funds of 
the English army were exhausted. The 
Duke of Wellington, at the head of the 
English forces, was forced to borrow 
money from Spanish money-lenders at 
usurious rates, and to give as collateral 
bills of exchange drawn on the English 
Treasury. Nathan, who by this time 
had made friends with a high Treasury 
official, hit upon the following remark- 
able plan to get cash to Wellington. 
He bought cheaply a large proportion 
of the bills of exchange issued by Well- 
ington and cashed them at the British 
Treasury. This money he smuggled to 
his brother in France, who used the 
cash to buy from French bankers bills 
of exchange on Spanish banks. These 
bills of exchange were sent to Welling- 
ton, who exchanged them in Spain for 
cash. In this way, funds were safely 
sent to Wellington through France, the 
enemy country. The strangest feature 
of the story is that the transactions 
were carried on with the full consent 
of the French Minister of France, who 
was hoodwinked by James into believ- 
ing that the transportation of English 
gold into France meant that England 
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was weakening financially. He never 
knew that the money was going to 
Wellington! 

The political and financial influence 
of the brothers was steadily growing. 
England at this time was paying sub- 
sidies to Prussia, Austria and Russia so 
that they might keep armies in the field 
against Napoleon. The Rothschilds 
handled this business, and so skillfully 
that the value of the pound sterling did 
not fall on the exchange. The Roths- 
childs also made loans to the Allies 
against France out of their own funds. 

The international credit operations 
of the Rothschild firm had two results: 
they helped defeat Napoleon and they 
lined the Rothschild purse. The Roths- 
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childs took every precaution to safe- 
guard their holdings. They realized 
that the value of government securities 
in wartime is dependent on the success 
or failure of the armies in the field, and 
that to know the right moment to buy 
or sell one must get wind of important 
events before the rest of the world. 
They had an uncanny way of getting 
information at a time when all modern 
means of communication were un- 
known. 

During the battle of Waterloo, one 
of Nathan’s agents was stationed at 
Ostende on the Belgian coast to wait 
for news of the outcome. He got the 
mrst newspaper account of the battle, 

(Continued on page 43) 


as 


A nineteenth century caricature of the Rothschild firm as a peddler 
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and Crafty for two cases. 
You’re over there,—just look 
at account 8634 and see how they 
stand,” said one credit clerk to another. 

“Well,” said the second credit clerk, 
“they owe for one case not due but too 
late for discount. They discount once 
in a while and twice it was too late and 
we returned their checks. They usually 
pay at 30 days but sometimes after one 
or two statements and once there was 
a collection charge which they made 
good. Account was opened in 1924 
and Crafty came into the firm last 
year. No transfers are pending and 
they have never returned any goods. 
They are buying about the same as last 
year. There is a credit report in the 
file. Limit is two cases.” 

“Thanks,” said the first clerk, and 
checked the order for one case. 

This little passage did not take place 
in the office of a retail department store 
while the customer was waiting for her 
purchase to be wrapped and the clerk 
was prolonging that operation till the 
credit report came back from the office. 
It was in a factory office where all the 
orders come by mail. While speed in 
checking mail orders is not of such 
transcendent importance, any credit 
man will acknowledge the value of hav- 


i HAVE a spot order from Wise 


W. H. BOUGHTON, 
Treasurer of Smith Brothers, 
Inc., explains in this article 


how the Ledger and Credit 
Record Card, illustrated at left, 










“Trade” and “Mark” Check Credits 


ing so comprehensive a report available 
instantaneously. 

The information was all on the ledg- 
er card along with other details that 
will be described. We do not have the 
credit department on the sixth floor and 
the accounting department on the 
eleventh floor but both departments to- 
gether on the second floor. The credit 
record.on the ledger is just as up to 
date as the accounting record and there 
is no duplication. 

The ledger desk is shaped like a 
square letter U with capacity for 12,- 
000 cards at the sides, with cards all 
within reach. When the cards are posted 
they are pulled and laid with the bills 
and may be taken to another desk. 

The operation of checking orders for 
shipment is not precisely as told at the 
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beginning, for of course the clerk takes 
all the contract orders for the day and 
all the spots and sits down at the ledger 
desk. To inspect an account, she sim- 
ply pulls up the card, notes the condi- 
tion, and drops it back. That requires 
only a fraction of the time it takes to 
tell about it in the first paragraph 
above. 

The illustration shows the form of 
the ledger card with some representa- 
tive entries. 

The top of the card is self-explana- 
tory except possibly the ‘See Special 
Instructions.” This is used only when 
a customer has registered standing in- 
structions regarding billing, etc., and 
does not write them on every order. It 
is a timely reminder since the ledger is 
consulted just before shipment. The 
record of a sale includes its date and 
bill number in the first and second col- 
umns, a full description of the goods 
and the quantity by numbers in the 
next four columns, and the amount in 
the money column. The quantity rec- 
ord on the ledger is very useful, pri- 
marily to the order department but im 
other ways also. Credit for payment 
of a bill is indicated by a small date 
stamp and its position in the first of 
second column to the right of the 

(Continued on page 46) 
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Bookkeeping Machine 


Posts statement, ledger and full width proof journal (or any other 
combination of related records) in one operation and accumu- 
lates any desired totals for positive proof of postings. 


Combines a flat surface for quick insertion and accurate align- 
ment of forms with a cylinder platen for the greatest speed in 
posting. Electric carriage return, automatic selection of col- 
umns, automatic punctuation and automatic tabulation; these 
and other Burroughs features speed production, promote ac- 
curacy, reduce operator fatigue and save accounting expenses. 


Call the local Burroughs office for further information, and for a 
demonstration on your own work—without obligation to you. 


BURROUGHS ADDING MACHINE COMPANY 
SECOND BOULEVARD, DETROIT, MICH. 


ADDING - BOOKKEEPING - CALCULATING AND _ BILLING MACHINES 
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Ignorance of Co-Insurance 


Causes Many Losses 


The lack of the proper understand- 
ing of co-insurance on the part of prop- 
erty owners, real estate men and credit 
executives causes many unnecessary 
losses. An understanding of the co-in- 
surance clause is absolutely indispensable 
to the credit executive. He needs to 
make sure that his own company prop- 
erly understands and gets the benefits 
of co-insurance; he must be certain that 
his customers do not misunderstand the 
principles of co-insurance, for in the 
event that they do, and a fire takes 
place, he will sustain additional, unnec- 
essary losses. 

If property is insured for less than a 
certain percentage of its value—for ex- 
ample 80 per cent. in New York and 
many other states—the owner becomes 
a co-insurer with the insurance com- 
pany, as stated in the co-insurance 
clause of the policy form. If the proper 
amount of protection is carried the co- 
insurance clause in the policy is not 
effective. If the property owner has in- 
sured for the right ratio, he is fully pro- 
tected up to the face value of his policy 
and never has to assume part of a loss as 
co-insurer. 

Let us take an approximated example 
to illustrate: John Doe insures his prop- 
erty valued at $100,000 against fire 
damage to the extent of $80,000, or 80 
per cent., and pays a premium of $800. 
He has a loss of $40,000 which is paid 
in full. On the other hand George 
Smith takes out insurance for only 
$60,000, or 60 per cent., on his prop- 
erty valued at $100,000, and pays a 
premium of $480. He then has a 
fire and the loss is estimated at $40,000. 
Since he has not paid insurance for the 
average of 80 per cent. of value the 


~ 


DIGEST 


As the credit executive is in closer contact with 
the insurance field than any other business man | 
excepting the insurance man himself, the Insu. 
ance Digest has been inaugurated to fill the 
need of the credit fraternity for insurance news 


and information. 


underwriting company is liable for only 
$30,000, while the owner has to stand 
the balance of the loss for $10,000. 


It should always be kept in mind that 
if insurance equal to a specified per cent. 
of the values, which varies with risk 
factors, has been obtained, the co-in- 
surance clause is not effective. Credit 
executives will make sure that the in- 
surance coverages of their own com- 
panies and their customers are main- 
tained at the proper percentage of 
values. 


Forgery Insurance 


Every firm whose checks are circu- 
lated freely should have forgery insur- 
ance and alteration insurance. Are the 
checks of your company and of your 
debtor merchants insured against check 
forgery and alteration? 


There are two forms of coverage in 
forgery insurance. One is called deposi- 
tors’ form and covers all checks issued 
by the assured. The rate is around five 
dollars per thousand per year, and if the 
insurance is to cover branches it can be 
secured at an additional premium cost 
of one dollar per thousand per branch. 
The other form, called the commercial 
form, covers both checks issued by the 
assured and checks received by him in 
his business. The rate for this coverage 
is around ten dollars per thousand per 
year, with an additional premium charge 
of about two dollars per thousand per 
year for extending the insurance to 
branches. 


Ask your broker or agent about for- 


gery insurance! Its cost is so small—its 
protective quality so great that it de. 
serves serious consideration from you. 


Governor John Hammill of lowa 
comments as follows on the evils 
of Personal Surety: 


“I feel that insofar as sureties on 
bonds and casualties are concerned, no 
individual can afford to become a per- 
sonal surety on any bond of any type 
or character. It has become a matterof 
business, and it would be in the interest 
of public safety if the State of lowa 
and every other State in the Union 
would pass a law preventing private 
sureties. I am not speaking in the in- 
terest of those engaged in the insurance 
business, but I am speaking in the in- 
terest of those who should be concerned 
in preserving their private fortunes for 
their families. We must go forward and 
our people must come to realize the haz- 
ards of acting as a surety.” 


Credit Executive Significant 

in Fire Prevention and Protection. 
By Franklin H. Wentworth 
Managing Director, National Fire 
Protection Association 


It is very likely that there are many 
business men who realize the intimate 
part that credit executives have played 
in the development of fire prevention 
education and activities. Since 1910 
credit men throughout the country have 
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been making monumental contributions 
in this work. One of the outstanding 
leaders has been Mr. Charles E. Meek, 
formerly an official of National Asso- 
ciation of Credit Men, and now a vice- 
president of the Chemical Bank and 
Trust Company in New York. 


In the development of our field en- 
gineering service, which contemplates 
the creation in every city of a fire 
prevention committee, we have never 
failed to secure the appointment of 
a prominent and influential credit man 
as a member of this committee. In 
our campaign to establish fire prevention 
day, which has now developed into fire 
prevention week, we have had the steady 
and enthusiastic support of local credit 
men throughout the country. In the 
campaign in which we are now engaged 
to standardize the arson laws of the 
country, we have received constant 
help, not only from the national office 
of the credit men, but from local credit 
executives who are called upon to assist. 


In twenty years the country has grad- 
ually come to realize and understand the 
economic significance of fire waste. The 
task of public awakening would have 
been doubly hard had the credit men 
not come to our aid at the start with 
their splendid organization throughout 
the country. It co-operated in giving the 
first impulse to our educational work 
and made friends for our cause in every 
state and every large city. Through 
these contacts our educational activities 
have continued to reach the public. 
There is much yet to be done and in 
the work now projected we know that 
the credit executives will continue to 
play their originally important and in- 
fluential part. 

Do you know that the Model Arson 
Law of Delaware was passed largely 
through the influence of a credit execu- 
tive? Mr. Wentworth will describe this 
signal achievement for the Insurance 
Digest next month. 


George W. Booth, Chief Engineer, 


National Board of Fire Underwriters 
Says: 


The credit executive undoubtedly 
meets many of the same problems as 
confront the fire insurance company 
executive. The National Board of Fire 
Underwriters collects evidences in sus- 
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pected arson cases, and the credit execu- 
tive can be a material aid in helping to 
prepare that evidence for presentation 
at court. The credit executive also plays 
an important role in acquainting insur- 
ance companies, through the medium of 
the loss information service, with cir- 
cumstances of losses involving fires of 
suspicious origin or those in which moral 
hazard may be a factor. 

There are many activities of the Na- 
tional Board which we believe would be 
of interest to the credit executive and 
in which his co-operation would be mu- 
tually helpful. Our Engineering De- 
partment issues reports on the fire pre- 
vention features of conflagration haz- 
ard of cities throughout the country 
and copies of these are made available 
for transmittal to credit executives and 
credit organizations in individual cities. 
These reports contain suggestions for 
improvements in fire protection and 
modification of the fire hazard, and the 
credit executive may often use his in- 
fluence to further the adoption of these 
suggestions, 


Peace-of-Mind Insurance 


The Superintendent of the Fidelity 
Department of the Hartford Accident 
and Indemnity Company calls Blanket 
Fidelity Bonds ‘Peace-of-Mind Insur- 
ance.” He points out that the Blanket 
Fidelity Bond—the most modern form 
of Dishonesty Insurance available—has 
been designed to do for employers in 
the commercial field what Bankers’ 
Blanket Bonds have done for the bank- 
ing field. 

Much of the business disaster caused 
by stock market speculation by employ- 
ees could have been averted through 
Blanket Fidelity Bond coverage. This 
form of insurance relieves the officers of 
a company from many important and 
far-reaching responsibilities, such as de- 
termining who should be bonded and 
for how much. The executive is in an 
unfortunate position if a loss occurs not 
covered by insurance in force. He is 
indeed fortunate if, in event of serious 
loss, he can announce that the organiza- 
tion is fully covered by insurance. If 
you question the value of this form of 
insurance ask your banker what he 
thinks of Blanket Insurance! 


EDISON: 


Does our 
average letter cost 
50°and will the fa- 
cility of direct dic 
tation cut that cost 


It will be simple to prove this. 
And it will amaze you to learn 
the high price you are paying 
for twice-written letters — 
once in a note book, once on 
the typewriter. 


Let us prove this. Telephone “The 
Ediphone,” your City, or ask us 
for the book, “An Easy Way 
to Chart Your Correspondence.” 


THOMAS A. EDISON, INC. 
ORANGE, N. J. 


in all Principal Cities 


nec 
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SPECIAL! EXTRA! 


N.AC.M. MEMBERS 
GO 10 MEXICO 


3 DAYS---ONLY $60. 


ALL EXPENSES INCLUDED 


FOLLOWS GONVENTION 


NEW YORK, MARCH 10— 
The New York Credit Men’s As- 
sociation has arranged a post con- 
vention trip to Mexico imme- 
diately following the N.A.C.M. 
convention. 


A special train will be ready to 
take you on a 1400 mile trip 
from Texas to San Antonio, 
Brownsville, Houston, Galveston, 
Ft. Worth and the Grape Fruit 
Valley in the Rio Grande. 


This section through which the 
“Special” will pass has increased 
in commerical importance during 
the past ten years far beyond the 
general level of commercial and 
industrial development. 


The New York association will 
welcome any or all of the dele- 
gates who would like to avail 
themselves of this wonderful op- 
portunity to see some of the fa- 
mous Lone Star State and roman- 
tic old Mexico. 


This $60 ALL-EXPENSE 
TRIP” has been arranged, down 
to the smallest detail. 


Join the N.A.C.M. special and 
have a good time. 


Mr. William Walker Orr, Sec. 
New York Credit Men’s Ass’n. 


468 Fourth Avenue, 
New York City, N. Y. 


would like to send the specific 
information you will naturally 


want. A trip of this nature is 
bound to be popular. For your 
utmost comfort we want to plan 
ahead so as to provide sufficient 
equipment in order that each and 
every one can have the maximum 
of comfort on this trip. 


| 
| 





ANSW 


ERS TO 


CREDIT QUESTIONS 


Serial Trade Acceptances 


Q. Would it affect the negotiability of 
serial trade acceptances to change the 
wording of the explanatory clause, which 
usually reads as follows: ‘This trade ac- 
ceptance is number ... of a series of ... 
acceptances for $.... each, due as fol- 
lows:” to read: “This trade acceptance is 
number ... of a series of ... acceptances 
totaling $.... due as follows:” 

A. We would advise against the use of this 
descriptive clause as the wording is somewhat 
ambiguous and it might tend to affect the nego- 
tiability of the instrument for the reason that 
a question might be raised as to whether the 
words “due as follows” refer to the total amount 
of the acceptances or to the separate amounts 
of each acceptance of the series. 

If there appears to be some sound reason for 
changing the wording of the explanatory clause 


| so as to show on each acceptance of the series the 


total amount of all the acceptances of the series, 
then we would suggest that a clause be used 
which reads something like as follows: “This 
trade acceptance is number of a series 
of acceptances totaling $ » each 
acceptance for $ , due as follows:” 


Trust Note and Mortgage 


Q. Is there such an instrument as a 
trust note that will serve as a chattel 
mortgage so that when equipment is placed 
in a buyer’s plant the seller will retain 
absolute title to the equipment but the 
buyer can offer it for sale with the under- 
standing that he will remit to the seller 
immediately upon sale all monies due him 
from such sale of the equipment? 

A. Legal trust notes and mortgages can be 
drawn up, but by all means the preparation of 
same should be placed in the hands of a compe- 
tent attorney since statutes and court decisions 
of the various states differ materially as to the 
effects of title retaining and acceleration clauses 
in the negotiability of the instrument. 

The following is one form of a note con- 
taining title reservation clause, which form is 
taken from the book on Instalment Sales, by 
Estrich, page 1181: 

“On or before the I, promise to 
pay Dollars to the order of 
-————, with interest at (—————) 
per cent per annum, from date 
value received in — ‘ 

“The title and ownership of said property, 
until this note or any renewal of the same is 
paid in full, is reserved by and remains the 
property of ——————_—————_ bur all loss or 
damage shall be borne by the purchaser in case 
it be lost, or destroyed, injured or damaged be- 
fore title passes to the purchaser and the posses- 
sion and use of it until title passes, is granted 
to the purchaser, as a part of the consideration 
of this note and upon the further consideration 
that the maker agree that this note or any re- 
newal of the same shall remain in full force and 
effect notwithstanding any such loss or damage, 
as though the same had not occurred. In de- 
fault in the payment of this note in full, or 


, 


for 


———<———= 


As to Legal Advice 


HE National Association of 

Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest, are 
printed regularly in the Credit 
Monthly. Advice cannot be given, 
however, regarding legal rights and 
liabilities. Such advice should be 
obtained from an attorney to whom 
all the facts should be stated. When 
such inquiries are received, informa- 
tion is furnished only as to the gen- 
eral principles of law involved. 


any renewal of the same, said property may 
be taken by said vendor without being liable 
to account for any sum or sums paid thereon, 
and, if not paid promptly at maturity those 
then unpaid shall immediately upon such de 
fault, be due and payable at the office of 

If this note or any renewal 
of the same is not paid at maturity the makers, 
jointly and severally agree to pay all cost and 
expenses of collecting the same, including attor- 
ney’s fee of ten per cent. As to this debt the 
right to claim any property exempt under the 
homestead or any other exemptions or state 
laws, is expressly waived by the makers and 
indorsers hereof, and they also severally waive 
demand of payment, protest and notice thereof, 
and notice of non-payment. And the makers, 
indorsers, security or guarantor of this note, 
severally waive demand, presentment, protest, 
notice of protest, suit and all other require- 
ments, necessary to hold them, and they agree 
that time of payment may be extended with- 
out notice to them of such extension.” 

This note does not contain a provision re 
quiring the debtor to remit proceeds from the 
sale of the consigned merchandise less his com- 
mission, therefore, we offer for consideration 
the following provision which might be in- 
serted: 

“It is understood and agreed that all monies 
received by me or us on account of the sale 
of this merchandise shall, after first deducting 
my or our commission, be deposited by me of 
us in the bank, in a special trust 
account, and shall, under no circumstances, be 
commingled by me or us with my or our funds 
and that on the day of each month I 
or we are to report to you (vendor) all sales 
of this merchandise and to remit to you 
(vendor) all monies then in the special trust 
account.” 


Judgment Notes 


Q. Which States have laws covering 
judgment cognovit notes? 

A. Judgment or Cognovit notes may be 
legally used in the following States: Colorado, 
Delaware, Illinois, Maryland, Ohio, Pennsyl 
vania, Tennessee, Virginia and Wisconsin. 
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One Month's Convictions 


Credit Protection Department of the National Association of Credit Men 


CasE 


Max J. Cahn, 
New York City. 
(Woolens and 


silks) 


Kings H’way Dept. Store, 
Brooklyn, N. Y. 
(Shirts and collars) 


Obedin & Rosen, 
New York City. 
(Dry goods) 


Kings H’way Dept. Store, 
Brooklyn, N. Y. 
(Shirts and collars) 


Arida Bros., 
New York City. 
(Leather goods) 


Fulton-Walker Company, 

Philadelphia, Pa. 
(Mfr. wagons & 
bodies ) 


auto 


J. M. Bess Company, 
Springheld, Mass. 


Hayes Decorating & Drapery 
Co., 
Mobile, Ala. 
(Decorators ) 


J. J. Pettler Shoe Co. 
Lima, Ohio. 
(Shoes) 


Geo. Bullajian, 
Mercedes, Texas. 
(Dry goods and shoes) 


Sax & Soverinsky, 
Detroit, Michigan. 
(Dry goods) 


Ponca City Elec. Co. 
Ponca City, Okla. 
(Elec. supplies) 


Harold W. Meland, 
Harvey Music Shop, 
Harvey, Ill. 
(Musical instruments) 


Emporium Inc., 
Enumclaw, Wash. 
(General mdse.) 
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INDIVIDUAL 


Cahn, Max J. 


Polansky, Al. 
Scher, Wm. 


Nathan 
Abraham 


Obedin, 
Rosen, 


Reis, Meyer 
Freedman, Bernard 


Resnick, Max 
Resnick, Harry 


Wilson, J. H. 


Bess, Jennie 


Bess, Peter 


Bess, J. Morris 


Feffer, Samuel 


Wells, M. E. 


Kleinberger, Samuel 


Geo. 


Bullajian, 


Soverinsky, Jacob 


Dickerson, B. J. 


Meland, Harold W. 


Boas, Martin 


CHARGE 


Concealment of assets 


Concealment of 
and conspiracy 


assets 


Issuance of a false state- 
ment 


Concealment of 
and conspiracy 


assets 


Use of mails and 


spiracy 


con- 


Use of mails to defraud 


Conspiracy conceal 
assets 
Conspiracy 


assets 


conceal 


Conspiracy conceal 
assets 
Conspiracy 


assets 


conceal 


Concealment of assets 


Violation Postal 


Violation Postal 


Concealment of 


assets 


Violation Postal Laws 


. 
Violation Postal Laws 


Use of mails to defraud 


SENTENCE 


Deferred sentence 


e 


2 years 


Suspended sentence 


Suspended 
Suspended 


sentence 
sentence 


sentence 
sentence 


Suspended 
Suspended 


Suspended sentence 


Placed on probation 


Fined $500, suspended sen- 
tence, placed on proba- 
tion 

Suspended sentence and 
placed on probation 

Suspended sentence and 
placed on probation 


1 yr. and 1 
Atlanta 


day 
Penitentiary 


Fined $400 


60 days county jail 
(Brownsville, Texas) 


> 


2 years. Probation. To 
pay court costs, $50 


Fined $200 


Probation 


4 months county 
Fined $200 


jail. 


Total Convictions from June 1, 1925 to December 31, 1929, 863 
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THE BAKER 
DALLAS 


The 1930 
CONVENTION HEADQUARTERS 
of the 
N. A. C.M. 
May 12 to 16 


is The Baker Hotel in 


Dallas, Texas. 


This hotel is one of the Baker 
in the 
mod- 
ern and ideally arranged and 


chain of ten hotels 


Southwest. It is new, 
equipped to care for conven- 


tion meetings. 


The Baker Hotel has 600 
rooms, each with private bath, 
Valedor 


and other conveniences and 


running ice water, 
comforts; a large convention 
hall; ball room; main dining 
room, coffee shop, cafeteria 
and is the home of the na- 
tionally famous roof garden 


“Peacock Terrace.” 


The Baker Hotel is indeed 
pleased to be host to the 
National Credit Men’s Con- 
vention and we shall do every- 
thing possible to make your 
stay with us both pleasant and 
profitable. 


THE BAKER HOTEL 
T. B. Baker, Pres. 
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Cash $33,217.84 

It would be interesting to know if the cash item repre- 
sents an average balance. It is assumed that it does not 
since it represents more than 50% of the amount borrowed 
from banks, and the steady flow of business in this type 
of business would not necessitate any large cash reserve. 
Has the cash item been “built up” for statement purposes, 
or is some use other than the payment of accounts or notes 
payable to be made of the excess cash? It is reasonable to 
assume that the cash will be used in the business where 
most needed. 


Accounts Receivable $32,788.22 


Terms of sale are 7 days. The accounts receivable repre- 


(1391007 
sent approximately 1/42 of the year’s business 
32788.22) 
therefore the average age of the receivables would appear to 
(365 





be approximately 834 days . It must be concluded 
42) 
that the accounts receivable are good and of recent origin. 


Inventory $59,306.17 


What period of sales does the inventory represent? It is 

determined as follows: 

Total Cost of Sales 1098890 365 

———————————_— or ———- = 18.5, — =19-+ days. 
Inventory 59306.17 18.5 


It will be seen from the above that the company has about 
twenty days’ supply of merchandise. This does not appear 
to be excessive. Hence, it must be concluded that the in- 
ventory is fairly valued. 


Fixed and Other Assets 


The assets under this caption need further explanation. The 
investment in stocks may or may not be marketable se- 
curities. Tihe size of the investment and the financial con- 
dition of the company might indicate a “policy” invest- 
ment, that is, one which the management felt more or less 
obligated to make for business reasons. The inference is, 
therefore, that it is not liquid. Paid-in Life Insurance 
leaves us in some doubt whether the amount of $3600. rep- 
resents the accumulated premiums paid or the cash sur- 
render value. It is assumed that land and buildings are 
not excessively valued since a mortgage has been placed for 
more than 50% of their value. Fixtures and equipment 
for the wholesale place and two retail stores might easily 
amount to the sum given. Automobiles and leasehold for 
our present purpose may be accepted at the value given, 
or they need not be considered. 


Accounts Payable $35,587.18 


The terms of purchase are 7 days after receipt of goods ' 


which would permit payment in about ten days from the 
date of the invoice. Hence Accounts Payable should not 
represent more than 10 days’ purchases. According to the 
cost of sales, 10 days’ purchases are $30,511.94 

(Cost of Sales 1098890. 


1/10 of year 36) 


Model Solution for analysis of financial condition of the Blank Provision Company 


Probably no two men would analyze this statement in exactly the seme way. The conclusion reached, 
however, would doubtless be the same. It should be interesting to compare your analysis with the model 
solution offered below by A. F. Chapin, Assistant Professor of Finance, New York University. Professor 
Chapin offers this as an analysis based on the information given, but not necessarily as a complete an- 
alysis of the given facts, nor as the only method of approach. 


The Accounts Payable are actually about $5000. in exceg 
of 10 days’ purchases. However it cannot be assumed from 
this that there are some past due accounts because there igg 
sufficient cash balance to meet the indicated past due ag. 
counts, and it may also be assumed that larger than ayer. 
age shipments were received in the 10 days prior to state. 
ment date. 


Notes Payable $60,000.00 


The $60,000.00 furnished by the banks seems to be required 
in the business. No more capital than is necessary seems 
to be tied up in the Accounts Receivable and Inventory, nor 
is it logical to assume that much additional capital can 
raised through increasing the margin of profit. Aside from 
the use of perhaps $20,000.00 of cash. to reduce the loan, 
the item will have to stand. Should the bank call the loan, 
the company might attempt to meet it by shifting the 
financing burden to the mercantile creditors, making the 
new condition approximately as follows: 

Cash $8,217.84 Accounts Payable $70,587.18 
Payments would thus become more than 10 days slow. 
Would creditors tolerate such a condition and continue to 
furnish merchandise? However, this criticism does not 
mean that the company is in any serious condition, but 
the credit manager should satisfy himself as to the attitude 
of the bank toward the account since this bank loan of 
$60,000. seems to be permanent working capital. 


Mortgage Payable $45,000.00 


From the information available, the mortgage evidently has 
more than one year to run. If the land and buildings are 
fairly. valued the company apparently will have little dif- 


ficulty in renewing the mortgage at maturity, or placing 
it elsewhere. 


Net Profit for the Year Ended January 31, 1930, 
$10,159.10 


Although the net profit is only .7% on sales, nevertheless 
it represents 8% on the invested capital (capital and sur- 
plus). These two percentages should be compared with the 
averages for the industry. 


Conclusion 


Can this concern meet its obligations as a going concem 
and could it liquidate? The analysis indicates that it is 
having no difficulty in meeting its commitments. The te 
newal feature of the notes due banks needs clearing up: 
Aside from this there is no disturbing element. Furthet- 
more, liquidation could be easily effected. While the cut- 
rent assets are only $1.31 to $1 of current liabilities, but 
little shrinkage would be encountered since the receivables 
are very liquid and the inventory could be disposed of with 
but little shrinkage. Fixed assets would amply take care 
of the mortgage payable. 

The final and all important question is that of manage 
ment. The credit manager would have confidence in this 
account only when he had satisfied himself as to the charat- 


ter and capacity of those in control. 
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These jokes are presented with the thought 


that you may be able to use them in your pub- 
lic speaking or as illustrations in your conver- 





sation. 


A Going Business 
BANKRUPT: (To agent from whom 
he had purchased his business) ‘Do 
you remember selling me a business as 
' going concern?” 

AGENT: ‘‘Yes, of course I do”. 
BANKRUPT: (Who took his troubles 
lightly) “Well, you were right, it’s 
gone.” 





Fair Means 


The following telegram was received 
by a Manager of a Collection Depart- 
ment: “IF ACCOUNT CANNOT BE 
COLLECTED BY FAIR MEANS TRY 
LEGAL PROCEEDINGS.” 





CREDIT MANAGER: “When you 
presented Catchum & Skinnum’s ac- 
count to me for credit you said these 
partners had $100,000 between them. 
I have found out through an Inter- 
change report that the statement is 
false.” 

SALESMAN: “Gosh, it’s a lucky thing 
you did get a report. I have just 
learned that that statement meant they 
lived on each side of a Savings bank.” 





The Lost Sale 


“It’s easy to drive, easy to shift, easy 
to steer and easy to ride in”, declared 
the enthusiastic Automobile Salesman. 
“Now if you can guarantee me that the 
tasy payments are easy to pay I'll take 
it”, said the customer. 





ATTORNEY: (To debtor who empha- 
sizes details). ‘Don’t you think you are 
straining a point in your explanation?” 
DEBTOR : “Well, maybe I am, but it 
I$ Mecessary sometimes to strain things 
tomake them clear.” 





BANKER: (Visiting Farmer) “Is that 
your new Farm Hand?” 
FARMER: (Who had visited a bank) 
"No, Sir! That’s the Secdnd Vice 
President in charge of Calves”. 

—Sure Enough Humor. 
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A Sales Producer 


(Continued from page 13) 


applied the principles of the idea, have 
doubled their sales within a year. 

Our files are full of records of shoe 
stores whose improvement with our 
help makes an interesting story. Our 
benefit comes from the improvement of 
these accounts as credit risks and from 
the fact that we get 100.per cent of 
their business. We find that the ave- 
rage increase from any given locality 
where we place our account on this ba- 
sis, eliminating perhaps three or four 
others, is 370 per cent. 

Since business service is really a sales 
promotion function it may seem strange 
to some that it should be fostered by 
the Credit Department. Yet isn’t this 
a logical procedure? Who better than 
the Credit Department has the op- 
portunity to see the inefficiency that 
exists in retailing? Who has a better op- 
portunity to select the retailers who 
are most desirable customers? Through 
the financial statements and profit and 
loss figures that are read by them the 
credit men are placed in a position that 
naturally fits them for this work. 

There are in America thousands of 
retailers who are satisfactorily financed, 
but who have become almost hopelessly 
slow in paying their bills. Unless they 
are shown better ways of merchandis- 
ing they will fade out of the picture. 
They have a background of experience 
which can be turned to good account. 
They furnish outlets for millions of 
dollars in sales. They are an asset that 
should be carefully nurtured by every 
wholesaler. 

Certainly there is a wide field open 
to the credit man in developing this 
type of business service, which is real 
constructive help to the Sales Depart- 
ment. It will greatly simplify his 
work and definitely place him in the 
productive rather than the non-pro- 
ductive branch of business. 


World Crash in Stocks 
(Continued from page 17) 


production on which all our prosperity 
has been built will be maintained, 
should suffice to bridge across the busi- 
ness recession that slightly antedated 
and accompanied the crash. 

The effects of the crash were largely 
psychological. President Hoover’s in- 
stant realization that the panic of 1929 
was peculiarly dominated by the psy- 
chological factor enabled him to give 
useful reassurance to the nation in the 
business conferences held in Washing- 
ton. Of course, he did well to empha- 
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size the purely temporary help to be 
derived from an extended program of 
public works. He was not tripped by 
the “make-work” fallacy, and he re- 
garded the expedient merely as a bal- 
ance-wheel in an emergency. When in- 
creased business again suffices to take 
up the slack in unemployment, public 
works should be restricted accordingly. 
In the circumstances Mr. Hoover’s 
remedy, which consisted chiefly of re- 
assurance, was more efficacious than any 
of the other remedies to counteract a 
repetition of this break. As a means of 
further present reassurance I trust that 
this analysis will be of some use, be- 
sides affording substantial reasons for 
practical optimism for the future. 

The only “fly in the ointment” is the 
danger in a few years of gold shortage 
and long gradual deflation like the de- 
flations after the Civil War and after 
the Napoleonic Wars. And even this 
danger may be averted if wise banking 
policies and gold control are adopted in 
time. For the immediate future, at 
least, the outlook is bright. 


The subject matter of this article is covered 
in Professor Fisher’s new book “The Stock 
Crash and After’’, published by Macmillan. Pro- 
fessor Fisher, in this book, gives a comprehensive 
analysis of all factors contributing to the crash 
and the subsequent effects on business. 


POSITION WANTED 


I am an ambitious young man of 26. My 
business for the past three and a half years 
has been credits and I know my business. 
Would like to locate in Pennsylvania as assis- 
tant credit manager. I like to work—give 
me a chance and I will prove it. For further 
details write Box 5PW, Credit Monthly, 1 
Park Avenue, New York, N. Y 


WANTED CREDIT MANAGER 

By corporation doing a world wide busi- 
ness in heavy machinery industry. Posi- 
tion calls for a man of proven experience 
and outstanding ability. A clear con- 
ception of all legal phases connected 
with credit work is indispensable. Please 
give age, history in detail, and business 
and character references. State salary 
expected. Credit Monthly, 1 Park 
Avenue, Box 4 PW. 


POSITION WANTED 
Handling accounting, credits and collections 
for a corporation doing an annual half million 
dollar business, is a big job. I have been do- 
ing it for the past 3 years. I am a trained 
accountant with exécutive training through 
the Alexander Hamilton Institute. I am mar- 
ried and thirty-seven years old. Would de- 
sire better opportunity for service. Investi- 
gations invited. For further information ad- 
dress Box 6 P.W., Credit Monthly, 1 Park 
Avenue, New York, N. Y. 


WRITE more EASILY 
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“Put Teeth” in Chain 
Competition 


credit curtailment soon began to in- 
crease. What was the result? The 
other jobbers fell in line with us. Even 
our salesmen are now admitting that 
we were right. 

To aid our plan of action, personal 
visits by a member of the credit de- 
partment were made. We talked con- 
ditions to our customers, calling atten- 
tion to the risk they were running in 
doing a credit business with any but 
customers known to them to be “good 
as gold.” 

Any number of our accounts admit- 
ted that they had customers who would 
buy on credit until they were “cut off” 







(Continued from page 18) 






temporarily. Some of our customers 
got sore—temporarily. Why tempor- 
arily? Because other jobbers heard of 
what we were doing. They learned by 
the credit reports that the amounts in 
the PAST DUE columns of the reports, 
as far as our firm was concerned, were 
being reduced, yet the customer was 
still buying from us. The purchases 
of even those who have undergone 








































Saving Money 
for the 


Customer 


A pouttry dealer in lowa shipped 
200 boxes of chickens to an agent 
in New York, who had engaged 
to dispose of them. Later, the 
shipper felt that his interests were 
not being properly looked after 
and through his local bank instructed the Irving Trust 
Company to take over the shipment. 







Irving Trust Company Building 
now being erected at 
One Wail Street, New York 































The warehouse receipt for the chickens,which were in 
storage, was obtained and the transfer was made. When 
the shipper failed to find a buyer, this Company came to 
the rescue. Bids were asked for and the highest offer was 
telegraphed to the shipper’s bank with the result that the 
sale was made and the owner was protected from loss. 








The Out-of-Town Office of this Company takes every 


precaution to safeguard the interests of its customers. 





IRVING TRUST COMPANY 


Out-of-Town Office— Woolworth Building 


New York 
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and then go and buy from a “cash ang 
carry”, of course, for cash. 

Slowly the light pierced through th 
credit fog surrounding the independent; 
business. He agreed with us and hy. 
gan to watch things as well as “sprig 
up” his store, stock, etc. 

There were some accounts who paid 
little attention to our salesmen’s advig 
or that of our credit department. Why 
should be done about these? 

We put them on notice that oy 
terms to them had been changed. We 
placed these “unmindful” ones on 4 
weekly basis or a cash basis, as the seg). 
ousness of the case demanded. We in. 
sisted on their paying a certain amount 
each week on the old account. From 
some we secured notes to cover the old 
account, payable weekly or monthly, 
We are still in behind the slow pay ac. 
counts. We have lost some money and 
some customers but the gain in prompt 
payments, the reduction of our out. 
standings, has justified—yes, more than 
justified our action and our losses. 

Close scrutiny of credit is a credit 
necessity and we have actually been 
thanked by some of our accounts for 
getting in behind them, which in turn 
made them get in behind their credit 
customers and gave them more ready 
cash. 




















James E. Vaughan Becomes 
Cleveland Assoc. Secretary 


R. JAMES E. VAUGHAN, JR, 

Director of the Central Division 
Trade Group Department of the Nw 
tional Association of Credit Men, was 
elected Secretary of the Cleveland Asso- 
ciation of Credit Men, effective Feb- 
ruary 1, 1930. 

Mr. Vaughan succeeds Mr. Dan 
Cauley, who has been Secretary of the 
Cleveland Association for over fifteen 
years. Mr. Cauley resigned to go into 
another field of endeavor. He. leaves 
behind him a monument of service and 
accomplishment, a contribution of great 
value to the solidity and development 
of the National Association of Credit 
Men. 

As a member of the National Staff 
for three years Mr. Vaughan has made 
an enviable record in trade group, 
membership and organization work. 
The Cleveland membership is indeed 
fortunate in securing a leader so inte 
mately acquainted with association 
problems, and Cleveland’s progress ul 
der the direction of Mr. Vaugham 
should satisfy even the most optimistic. 
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Is Russia a Good Risk ? 


(Continued from page 23) 


mechanical training to her young men. 
Russia is idolizing the Taylor System, 
Ford mass production, and Efficiency 
Programs. 


Budgeted for Five Years 


One of the most remarkable things in 
Russia from a credit man’s point of 
view is the “Five Year Plan”. This 
means, briefly, that the whole of Russia 
is working on a gigantic budget system. 
The income and expenditures for every 
single department of Russian life and 
for every industry have been estimated 
and scheduled; and Russia intends to 
live within her income and at the same 
time scientifically speed up every busi- 
ness activity. For instance, The Boot 
& Shoe Trust, which controls this en- 
tire business, has outlined its production 
plan for the five years, stating the num- 
ber of shoes and boots it will turn out 
each year in increasing numbers, and 
how many new factories it will erect. 
The government allots to it sufficient 
money each year to accomplish this and 
all of the Trusts’ revenue is turned 
into the Central Treasury. The com- 
pletion of the Five Year Plan is, of 
course, dependent upon the govern- 
ment’s ability to get the necessary 
revenue. Last October ended the first 
year of this “Five Year Plan” and ac- 
cording to Soviet figures this first year 
saw a general increase in production 
and revenue of from 20 to 25 per cent. 
all along the line. In fact it has been 
necessary to revise the budget for the 
next four years because the Soviet 
leaders felt that in many respects it 
was conservatively estimated. At the 
end of five years Russia expects to have 
made great strides industrially and to 
be one of the real world industrial 
leaders. Many authorities do not be- 
lieve this can be done but every one is 
amazed at the breadth and scope and 
daring of Russia’s schemes. The main 
question for us to ask is: Is Russia op- 
erating on a solid financial basis, living 
within her income, at present and is she 
so planning her future as to be able to 
continue living within her income? 

In this rather sketchy article I have 
told you something -of conditions past 
and present in Russia. I have outlined 
Russia’s unusual possibilities both as a 
world power and as an industrial leader 
in the future. I have mentioned her 
vast natural resources, and indicated her 
almost unlimited potential buying 
power. I have shown you something of 
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her marvelous industrial expansion plan 
which is just at its beginning, and ex- 
plained that she has paid off to the letter 
all of her obligations that were con- 
tracted since the Revolution, which in- 
dicates the efficiency of her compre- 
hensive Budget System. All of these 
things would hold good or have to be 
done whether the country was ruled by 
Reds, or Conservatives, Democrats or 
Republicans. The purely Communistic 
Marxian side of Russian activities such 
as labor policies, social insurance, free 
medical service, free vacations, easy di- 
vorce, and a host of other controversial 
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questions I have avoided. I have tried 
to interest you as business men in the 
business possibilities of Soviet Russia 
and to help inform you as Credit Men 
of some of the factors to be considered 
when you decide whether or not you 
wish to trade with Soviet Russia. I 
will not attempt to decide for you 
whether Soviet Russia is a good credit 
risk,—it is you who are to make that 
decision, taking all angles of the situa- 
tion into consideration with a full 
knowledge of both favorable and un- 


favorable factors. 
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The 


HANOVER FIRE 


Insurance Company of N. Y. 


Ill John Street 


New York 


Assets 


1930 
1929 
1928 
1927 
1926 
1925 
1924 
1923 
1922 


prsergg osteo: 


- 19.059.610 
- 14,021,320 
- LI,191,876 
10.289.272 
9.166.024 
7.907.079 
7.493.402 
6.889.165 


‘Losses paid sinee organization 
now amount to over 


$'70.000.000.00 
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The Sales Minded 
Credit Manager 


(Continued from page 26) 


responsible individual in the organiza- 
tion must find a measure of pleasure, or 
romance in his work. I once enjoyed 
the privilege of listening to a most in- 
teresting lecture. The subject was “The 
Romance of Your Job”. I am free to 
confess it gave me a slant on business 
I had never acquired before. It gave 
me a new slant on my own job. 

In order for any business to succeed 
there must be complete harmony and 


co-operation prevailing at all times be- 
tween its various departments. If the 
Credit Manager is out of step with the 
other department managers, if he is an- 
tagonistic to the policies of the Sales 
Manager, if he is not in sympathy with 
the methods employed by the purchase, 
production or advertising department, 
there is in that business power plant a 
“missing cylinder”. There is a lot of 
vibration, a “knock” somewhere. There 
is an absence of lubrication—some of 
its bearings are running dry. There is 
friction between the moving parts that 
must be corrected. 

This is equally true if one of the 


UST because things 


happen that no one 


can foresee, Credit In- 


surance is a good in- 


vestment. 
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other departments is at fault—is out of 
step, or out of tune—out of harmony 
with the rest of the organization. The 
vibration may not be as great, the dam. 
age may not be as serious and that bus. 
ness may not find itself on the scrap 
heap in quite so short a time, but in any 
event in whatever department this an. 
tagonism—this lack of co-operation 
may be found, that smooth quiet rum. 
ning purr, the confidence and inspiring 
impression of power and progress is ab. 
sent, 

The successful Credit Manager must 
possess that greatest of all, that most 
valuable asset in modern business—per. 
sonality. Personality embraces many 
human elements—patience, judgment, 
self control, sincerity, consideration, 
charity, firmness, fairness and honesty, 
and he must above all things, be human, 


Co-operation is the key note of suc- 
cess in all business organizations in 
modern times. The Credit Manager 
must enjoy the same measure of co- 
operation from all of the other depart- 
ments, most especially the Sales De 
partment, that is required of him. 
These recommendations apply equally 
in importance to all of the department 
managers in your business organization. 


The Credit manager must be a man 
of high ideals and ambitions. He must 
be dominated by desire for greater 
achievement. He must be as eager 
to see the pages of his current ledger 
increase as is the sales manager to see 
the order increase. It is his job to help 
build something bigger, better and more 
profitable. 


A certain man was passing some 
construction work on the street. Being 
something of a philosopher he stopped 
and studied the activities for a few mo- 
ments and then stepped up to one of the 
workmen and asked him what he was 
doing. The answer was—“I am work- 
ing for the Sullivan Construction Com- 
pany for 50c. an hour”. He asked the 
second man the same question. The 
second man looked up with an expres 
sion of pity and disgust and said—T 
am laying bricks”. He moved along 
and asked the third and the answer of 
the third man was—‘I am helping 


build a cathedral’. 


The sales minded credit manager cafe 
not be a man whose religion is “short 
cake and sun down”. He cannot bea 
clock watcher or measure his value t0 
his company in terms of hours at his 
desk. He cannot just be “working for 
$0c. an hour”. He cannot be just “lay 
ing bricks”. He must be helping @ 
build that cathedral. 
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Nathan Dit It 


(Continued from page 31) 


and immediately set sail across the 
Chanael for England. He arrived 
there on the morning of June 20, an- 
nounced the glad news to Nathan, who 
confided it to his Treasury official 
friend who communicated the news to 
the English government. Wellington’s 
official report of the battle did not ar- 
rive until the next day. Legend has it 
that Nathan Rothschild, primed with 
this knowledge, carried off a deal on 
the Stock Exchange which created the 
Rothschild fortune at one stroke. 
Whatever the truth of this statement 
may be, it is almost certain that the 
Rothschilds lost no money by being 
forewarned. 


Later the brothers organized a cour- 
ier service between Frankfort, Paris, 
London, Naples and Vienna, so that 
they might be in touch with each other 
at all times. This service was so much 
more efficient and safe than the govern- 
ment postal service that Austrian gov- 
ernment officials used it to communicate 
with their foreign representatives. 


After the downfall of Napoleon and 
the return of a Bourbon king Louis 
XVIII to France (incidentally the 
Rothschilds advanced money for his 
traveling expenses), Austria’s star was 
in the ascendant. Her chancellor, 
Prince Metternich, dictated European 
policy during the next fifteen years. 
Metternich was a thorough Monarchist, 
and his ambition was to prevent any re- 
currence of the French Revolution in 
Europe. His policy was not an easy 
one to carry through. Rebellions broke 
out in Naples, in Spain, in Piedmont. 
They were crushed out by Austrian 
armies. Armies mean money, and the 
Rothschilds furnished that money. They 
floated bond issues in each of the coun- 
tries to which Austria sent armies, they 
lent money to Austria out of their own 
personal wealth. Without them, Met- 
ternich’s policy could not have suc- 
ceeded. Metternich himself was fully 
aware of this, and repaid them in his 
way by securing honors for them. In 
1822 the brothers were granted the 
title of Baron by Austria, a thoroughly 
anti-Semitic country. 


The story of the financial operations 
of the Rothschilds from 1800 to 1830 
is the story of European political his- 
tory during that period. They pro- 
vided the money for war and for after- 
War rehabilitation. They lent money to 
governments and to great noblemen. 
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They even created a kind of trust fund 
for Marie-Louise, second wife of Na- 
poleon, who after his death settled in 
Parma with a new husband. 

A contemporary said of them: “This 
house has through its enormous finan- 
cial transactions and its banking and 
credit connections, actually achieved 
the position of a real power. It has to 
such an extent acquired control of the 
general money-market that it is in a 
position either to hinder or to promote 
as it feels inclined, the movements and 
operations of potentates and even of the 
greatest European powers.” 


Money Is Tight 


MEMBER in Houston, Texas 

sends Crepir MONTHLY the fol- 
lowing letter to add to its collection of 
correspondence oddities. 


“I am sinding you a check for the 
January bill—sory that I was so long 
about sining this check—it wosen be 
cause I diden have the money—I have 
heard the word tight so much I was 
trying to see how tight I could be. So 
if you people get more bisness down 
there then you need just give them a 
crank and sin them this way. 


“Thanking you for your faver.” 


%$ 623.990.663.00 


Credit Losses 
for 1929! 


This appalling figure is an increase 
of 21.4% over 1928. Think of it! 
Who knows what the figure will be 


for 1930? 


Hadn’t you better safe- 


guard your own resources now, with 


American Credit Insuranee 


This broad service will fully protect your 
credit accounts against abnormal, unex- 
pected losses, and make your firm per- 
fectly safe all through the year. Further- 
more, you will benefit by our many 


service features. 


Thousands of prominent Manufacturers 
and Jobbers, in every line, enthusiastical- 
ly write us that American Credit Insur- 
ance is one of the greatest things they’ve 


ever brought into their business. 


Credit 


managers, let us send you copies of some 
of these letters—write for them today. 


CThe AMERICA 


CreED1T- INDEMNITY 


OF NEW YORK 


oO. 


J. F.M* FADDEN, passipane 


Offices in All Leading Cities 


New York, St. Louis, 


Chicago, 
San Francisco, Philadelphia, Baltimore, 
Atlanta, 


Cleveland, Boston, 
Detroit, 


Milwaukee, etc. 
In Canada—Toronto, Montreal, etc. 
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More About Monthly Statements 


Portland—1 have read Mr. Van 
Ry’s statement in the January issue of 
Crepit MonTHLY entitled “Improve- 
ments in Monthly Statements” with 
much interest. 

The uses to which monthly state- 
ments have been put have varied much 
in the last few years. Statements were 
originally used to check invoices to see 
that all payables had been received. 
There are a few of us left who still 
follow this method. 

The most modern method the writer 
has come in contact with is: requisi- 
tioning all purchases and writing up 
payables from duplicate requisitions. 
All invoices are checked in by the pur- 
chasing department for receipt of ma- 
terial and price thereof. All invoices 
are checked against requisitions. All 
goods received during the month are 
entered for payment that same month. 
Requisitions are not written up until 
goods have been received. 

We still have some employees who 
make purchases without requisitions and 
we receive invoices which have not 
been requisitioned. Then the trouble 
of finding out who received the goods, 
and where they were used starts. 

This is where the statement comes in 
handy. We check our purchases 
against the statement to find if we have 
received all invoices for which the 
statement calls. 

Book-keeping machines have altered 
the method of rendering statements. 
These machines require that ledgers 
carry balance. The statement, which 
is a copy of the ledger page, also car- 
ries the balance; therefore it is neces- 
sary to bring the balance forward on 
the new statement and show the credit 
when the Cash in payment of the old 


balance is received. This method 
should not confuse one familiar with 
bookkeeping, as all that is necessary is 
for the accountant to add the current 
items, subtract the credits from the 
debits, and find out the amount due. 
This should agree with the balance 
shown on the statement, provided there 
have been no errors. 

Some companies have a detachable 
stub on their statements which should 
be returned with check in payment as 
the stub is used as a posting medium by 
the author of the statement. 

The writer has recently noticed a 
few firms requesting statements to be 
returned with checks. If firms re- 
quire statements to be returned, they 
should issue them in duplicate, so that 
the companies to which the statements 
are issued can keep one copy for record. 

One item which would accomplish 
much for standard book-keeping would 
be for all firms to have a standard 
sized invoice and also a standard sized 
statement. 

Letter heads are nearly all standard 
size; why not statements? 

Recommendation of the National 
Assn. of Credit Men would assist in 
bringing this about. 

R. W. JAMIESON, 
La France Republic Sales Corp. 


Los Angeles——All the members of 
our Credit Department find items of in- 
terest in the Crepir MonTHLy. We 
believe that the magazine has improved 
greatly during the past year. I want 
to particularly thank Mr. B. Van Ry 
of the Grand Rapids Store Equipment 
Corporation, for bringing up the mat- 
ter of monthly statements in “The 
Credit Manager’s Office” of the Jan- 
uary issue. 


and management in the modern credit and business office. 






IN THE MODERN 
OFFICE 


An idea and experience exchange on equipment, system 


Possibly the monthly statements is- 
sued by most of us start with a bal- 
ance at the beginning of the month and 
show all transactions, due to the fact 
that they are made on bookkeeping ma- 
chines and in many instances are made 
at the same time the accounts are 
posted. 

We believe that monthly statements 
showing the balance at the opening of 
the menth, fail to fulfill their purpose 


for the reason that an open balances 
can not be checked by the recipient un-’ 


less he writes to the creditor for furth 
er information. 

We believe that all credit depart 
ments should take enough interest in 
the monthly statements to insist that 
the Accounting Department _ issue 
statements of open items only. It has 
been our experience that this helps 
greatly in speeding up the collection of 
delinquent items. It saves a great deal 
of letter writing. Of course, in order 
to make statements like this it is abso 
lutely necessary that the receivable 
clerk key off every cash receipt or jour- 
nal entry so that he may know at all 
times what the outstanding items ate. 
This is distinctly an advantage. 

We believe that the great percentage 
of companies sending out statements ate 
sending them on the balance to balance 
basis but we certainly cannot under 
stand why they do it. It apparently is 
from force of habit and done without 
much thought. 

Many concerns pay their accounts om 
the basis of statements, therefore we 
consider it very essential to send state 
ments out on the first of each month, 
especially on the monthly accounts 
carrying terms of cash discount on the 
10th prox. Where the account shows 
that the customer pays by invoice and 
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therefore does not desire a statement, 
that notation should be made on the 


Jedger account to save unnecessary la- 


bor. We feel that the consistent mail- 
ing of statements on regular dates 
helps collections. 

We would like to call another point 
to the attention of the Credit Frater- 
nity and that is the fact that a great 
percentage of people in business fail to 
specify their terms of sale on their in- 
voices and statements. Yet they ex- 
pect prompt payment of their account 
and oftentimes object when cash dis- 
count is taken on such charges. It is 
surprising the small amount of em- 
phasis which is placed on the terms of 
sale on invoices. 

P. A. Hoyt, 


Byron Jackson Co. 


When an Order Is ‘“Held” 


Worcester.—It has been our practice 
in developing the routine of our De- 
partment to avoid as much as possible 
any extreme use of forms, except in 
cases like the following where such a 
practice is really useful. 

It will be appreciated that in a large 
organization such as ours, there are 
many departments interested in the 
handling of an order, and unless all of 
the Departments interested are kept 
fully informed regarding the progress 
of an order as soon as it is received, 
there is apt to be a great deal of con- 
fusion and misunderstanding which 
naturally creates an unnecessary waste 
of time with subsequent expense. 

Quite frequently our Sales Depart- 
ment is interested in an order which is 
finally secured by the salesman; or the 
salesman, and sometimes the customer, 
after sending in an order will supple- 
ment it with additional information, so 
that unless the various members of our 
organization know definitely that such 
an order is held by the Credit Depart- 
ment, which is apt to happen in even 
the best regulated Credit Departments, 
unnecessary effort is apt to be exerted 
in tracing the order through other 
sources before it is finally found. 

For this reason, we have developed 
the form illustrated, which we term a 
“Held Order” form, to be used when- 
ever an order is received from a new 
customer whose credit responsibility is 
questionable at the time the order is 
secured, or in the case of an account 
already established where the condition 
of the account indicates that further 
credit investigation is necessary, or a 
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definite understanding be established 
with the customer to justify the release 
of further credit in view of an out- 
standing account already overdue. This 
form is sent out on the day the order is 
received, and the procedure is as fol- 
lows: If the order comes in direct from 
the customer, one copy of the form is 
sent to the Order Department where it 
is properly noted, and then forwarded 
on to the individual in the Sales De- 
partment who is particularly interested 
in the commodity ordered. When an 
order is received from a salesman, the 
same procedure is followed, but in addi- 
tion a copy of the “Held Order” form 
is forwarded to the salesman, as well as 
his Branch Office. In a case of an or- 
der received from the Branch Office, 
the Branch Office is notified as well as 
the Order Department. 

In connection with the forms held in 
the Order Department, these are kept 


in file until final disposition of the order 
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is effected. In case of disagreement 
with the customer, and cancellation of 
the order, all parties interested are prop- 
erly notified. If final shipment is 
made, it is so indicated on the copy 
held in the Credit Department with the 
original order, such a copy being for- 
warded to the Order Department so 
that their records will be closed. In 
case the salesman or Branch is inter- 
ested, they are automatically informed 
of the release of the order by the re- 
ceipt of their copy of the invoice. 
C. O. ZIMMERMAN, 
Graton & Knight Co., Inc. 





Readers are invited to send in their 
successful ideas and methods for this 
page. Full information about any ap- 
pliance mentioned may be had by writ- 
ing to the Crepir MONTHLY. 


Date 


Order Held by Credit Department 


Name 


Address 


Past Due Account Unpaid 


Wrote Branch for Information 


REASON 


Date .. 


Order No. 


CoMMODITY 


HeELb 


New Account Poor Rating Securing Credit Report <3: 
Gredit' No Good, Requested Cash in Advance bec) 


Credit No Good, Requested Permission to Ship C. O. D. ( ) 








Report REQUESTED 


Dun . - Brad 
U. S. S&L 
Trade | N. C. O. Cleve. 
IOs Be BE pit tate cs cag eed ka N. C. O. Bost 
Order Released 

Signed 











This form is used to notify the Sales Department that an order is being 
held for credit checking. 
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Smith Bros. Check Credits 
(Continued from page 32) 


amount tells whether cash discount was 
taken or not. One swift glance at the 
card tells the whole history of the ac- 
count with reference to discount deduc- 
tion. Im the occasional cases when a 
partial payment is made and accepted, 
the amount is entered in the money col- 
umn in red with description at the left. 
When a credit is issued for returned or 
transferred goods the entry is in red in 
all columns. Reference letters connect 
credits and offsetting charges and a 
check mark is made at every reference 
point when they balance. In all these 
cases there is a distinct advantage in 
checking credits for the red ink catches 
the eye and draws attention to the un- 
usual and unwelcome transactions. 

A large majority of our accounts 
never have any red entries except per- 
haps for a transfer of goods and all pay- 
ments are stamped in “discount taken” 
column. Over 85 per cent. of cus- 
tomers’ bills are discounted; this is not 
estimated but is a matter of record. 
For the remaining ten or twelve per 
cent. the last column on the ledger card 
may be the most important in checking 
credits and running the collection fol- 












vARLETY 


In insuring the modern business house, 
be it mercantile or manufacturing, the 
agent of the A‘tna Fire Group has avail- 
able a variety of protection, a form for 
every insurable contingency. His fore- 
sighted application of this protection 
strengthens credit, stabilizes business. 


INSURANCE COMPANY 
THE WORLD FIRE AND MARINE INSURANCE CO. 


THE CENTURY INDEMNITY COMPANY 
HARTFORD, CONNECTICUT 


low-up. In that small space simple 
abbreviations and code tell volumes to 
those who use them. A mere date writ- 
ten a certain way or a date and ab- 
breviation shouts like a loud speaker 
that a check was returned because of 
improper cash discount deduction or 
unsupported freight deduction or de- 
duction of discount from charges be- 
fore deducting amount of credit or for 
signature. When approving an order 
it is highly important to know that for 
an open item a remittance has been 
tendered but returned for correction. 
Accounts are due at 30 days. The 
unpaid bills, after posting, are filed be- 
hind date guides and all due on any 
date are withdrawn and statements 
made. Just before mailing them the 
ledger is consulted and the statement 
recorded by a red figure in the memo 
column. The office follow-up copy of 
the statement is filed to come up at a 
certain date and if a second one is then 
needed it is made and recorded on the 
ledger by a red figure 2. The system 
is continued, recording all statements 
and personal letters and noting the col- 
lection agency that gets the case if that 
becomes necessary. If a collection fee 
is incurred, the amount is noted at the 
top of the card and then when another 
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order comes, the customer is requeste 
to remit the amount before shippi 
the order. When he does so we } 
and record the transaction and ry; 
pen through the amount at the top, 
the card but the whole story js p 
served. 


An exceedingly useful notation 
is N O D opposite an unpaid item, } 
means that the credit clerk has held y 
an order waiting for that item to} 
paid. When the ledger clerk recon 
the payment she “notifies order depan. 
ment” of the fact. This notice is im. 
mediate. A suitable symbol indica 
that there is a credit report or finap. 
cial statement in the file. Cash—q 
more,—try open a/c again,—get this 
then cash or c.o.d.,—are often neces. 
sary, and too often,—postdated ck.— 
bad cks. to others,—suit started, no dj. 
rect payt. To correct our own ship. 
ping error a dating may be concede 
and the ledger must show it or a check 
will be sent back for discount deduc. 
tion and make matters worse. 

The accounts are ruled up once ; 
year for accounting purposes and this 
gives a picture of a year’s business at; 
glance. 

Perhaps some orthodox accountant 
who has read thus far is shocked by th 
absence of money columns for credits 
and balances and at hand posting. But 
a custom made suit fits better than a 
“hand me down”. The writer has rec- 
ommended bookkeeping machines for 
other cases but rejected them for this. | 
They could not give us this record ex- | 
cept on a much larger card. And, b- 
lieve it or not, the machine is slower 
in making the record as we are not in- 
terested in balances extended continv- 
ously on the individual accounts 
Double register, shuttle carriage adding 
machines speed the work of sales a 
alysis (quantity and money for each 
product), cash received sheet with 
simultaneous deposit slip, and proofs of 
posting of debits and credits. 

Here is the proof of the accuracy of 
this method. When accounts are ruled 
up on June 30, the end of the fiscal 
year, the total of accounts receivable is 
about five per cent. of the maximum 
during the year. Nearly all bills att 
paid and in only relatively few a 
counts are there unpaid items to bk 
picked up and brought down as bik 
ances. These balances are listed and 
easily reconciled with the file of ut 
paid bills. They also check precisely 
year after year with the control a 
count in the general ledger. Why then 
record a balance after every one 
60,000 entries? 


CREDIT MONTHLY 















































If 
talker 
reliev 


Rei 
magn 


W! 
exper 
abilit 


It 
the 1 


Ey 
but | 


E 
pers 


N 
only 
ing 


son 
log 
clo 
we 


de 


ose werrre 





request 
, we v 
id run 
© LOp 9 


y iS p 


10N use 
item, |; 
+ held wy 
M to } 
record 
t depan. 
ce is im. 
indicate 
or finan. 
ash,—ny 
get this 
nh neces. 
d ck..— 
d, no di. 
ND ship. 
conceded 
a check 
‘ deduce. 


once a 
and this 


MESS at a 


ountant 
d by the 
credits 
ng. But 
> than a 
has rec- 


YLUIAA 


From the 


Mental Mint 


If you. want to be an interesting 
talker,—talk to relieve others, not to 
relieve yourself. 

s 

Remember that most magnates are 
magnets. 

2 

What some men learn by years of 
experience, other men of extraordinary 
ability divine without experience. 

m 

It isn’t so much what a man gets as 

the way he gets it that counts. 
- 

Every question may have two sides, 

but one of the two is usually lopsided. 


Egotism is the ingrown toenail of 
personality. 

a 

Many people can list and label facts, 
only a few can make them illuminat- 
ing and interesting. 

It is better to keep your ideals a per- 
sonal secret. Through a sound psycho- 
logical law we know that a purpose dis- 
closed before completion is greatly 
weakened. 


You cannot be independent in your 
decisions if you are influenced by the 
last speaker or the loud speaker. 

« 

Mamy people are “easy going” or 
don’t ge at all. 

e 


Less thought makes thoughtless. 


= 

A wishbone is useless without back- 
bone. 

e 

Activity doesn’t mean accomplish- 
ment. 

The secret of success is not so much 
in helping others as in helping them to 
help themselves. 

* 

Isn’t it as bad to speak well of an 
undeserving man as to speak ill of a 
deserving man? And it is better to do 
neither. 

- 

Pronounce action—act shun. In 
the pronunciation of the word action 
we get the reason why most people 
fail to get action. 


C. H. M. 
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W. A. Prendergast Retires 


FTER twenty years of public ser- 

vice in New York City and New 
York State, William A. Prendergast, 
one of the first leaders of the N. A. 
C. M., is retiring this month from his 
position as head of the Public Service 
Department of New York State. 

Mr. Prendergast served as secretary 
of the National Association of Credit 
Men from 1899 to 1904 and acted also 
as treasurer from 1902 to 1904. In 
1907, he entered on his career of pub- 
lic service when he was elected Register 
of Kings County. His work in this 
position was so efficient that he was 
elected Controller of New York City 
in 1909, a position which he occupied 
until 1917. 

His outstanding achievements as 
Controller were the reorganization of 
the bureaus of his department and the 
city bookkeeping department and his 
co-operation in the floating of a $100,- 
000,000 loan to tide the city over the 
crisis induced in its finances by the 
war. 


Ask for— 
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Since 1921, he has been head of the 
Public Service Department of New 
York State, a position to which he was 
appointed by Governor Miller. 


During his busy career as a public 
official, he has kept in constant touch 
with the National Association of 
Credit Men in whose early development 
he played so large a part. The New 
York Times in an editorial entitled, 
“Mr. Prendergast Retires”, pays him 
this tribute: “Courteous to the point of 
suavity, tenacious of principle and pur- 
pose, never disposed to yield to clamor, 
he has earned the esteem of the com- 
munity, and will be missed from its 
public life.” 
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Interpreting Recent THIS MONTH'S BUSINESS tude iets thee 

. The final word is reserved for the title | 

Economic Changes BOOK of the book. We do not know whether ~ 

AN AUDIT OF AMERICA. Edward Eyre Hunt. jj) Mr. Hunt, or his publishers, or some in- shoes 

McGraw-Hill Book Co. N. Y. 1930. 203 pps ECONOMIC PRINCIPLES OF CONSUMPTION. Paul H. | spired outsider was responsible for choos- 

$2.00. Nystrom. Ronald Press Co., N. Y. 1929. 586 pp. ing “An Audit of America,” but if we roon 
Oe wo duc th . 4 eae did know we should be glad to exchange at 
ngratulations are due the author an . . : l h he Ritz f h 3 

the publisher of this book for their enter- Pp ae Nystrom of nee ae wiles “vs hudiataerien: 7 —— . with 
prise in giving the general reader the high has ne Vee uepy epee -sncanely, 6 ene-eney ie the language of Broadway, that title is a - 
lights of a most important report. safely judge by his. output in the field of busi- ane . says, 
The findings of the Committee on Re- | 288 books. In addition to “Economic Principles ih ’ tinu 
cent Economic Changes of the President’s _ jij of! Consumption," whisls. cuns = nearly ~— mae ed 
Conference on Unemployment, (Herbert Pages, he has p reduced also o. chied edition o | » . han 
Hoover, Chairman), were published in two _ jj Economics of Retailing” in two volumes aggre- | Buying Habits and Trade can 
substantial volumes, and a review of the {ij 82g more than 1100 pages. Both of these | oe . tion 
Report appeared in the Creprr MonTHLY _ |i treatises bear the imprint a: the Ronald Press. jj Stabilization cept 
for July, 1929. Mr. Hunt, who served as |} Defining consumption as “what people want |} hasten ne: sho 
Secretary of the Conference, realized that _ |} and why,” Dr. Nystrom describes its economic |} Se aeerancoeee “he S. ive to | 
the bulky two-volume report would reach _ | _ business aspects, <a » wane arenes 487 pp. $4.00. = 
only a limited audience, and has prepared {iii © anges in consumer cemand, and explains the Bt . 5 . cha 
this 200-page scenario which brings out iN principles underlying these changes. Such a sone Se ae - pur 
im clear relief the essential facts stated and || study is bound to be of real value to those }ij oir ais ahs “A Stud S to tee — 
conclusions reached in the Report itself. who plan policies, design products, determine |} y spe 


These facts and conclusions were sum- 
marized in the July review, and no repeti- 
tion is called for here. The purpose of the 
present. review is to give credit executives 
the good news that “An Audit of Amer- 
ica” is now available, and to commend 
both the idea behind the book and the 
admirable form in which the idea has been 
expressed. 


The division of the material is clearly 
indicated by the chapter headings, which 
are as follows: 


I The New Discovery of America 

II The Consumer and his Standard 
of Living ° 

III How Industry is Changing 
Construction as a Balance Wheel 
Railways and Ships 
Changes in Marketing 
How Labor is Faring 
Changes in Management 
What has Happened to Agricul- 
ture 


Price Changes 

Credit and Money Movements 
Our Contacts Abroad 

How the National Income is 
Distributed 

XIV _ Bird’s-Eye View 

XV _ Conclusions of the Committee 
on Recent Economic Changes 


Mr. Hunt has done-a fine job of sum- 
marization and interpretation, and his pub- 
lishers have co-operated by giving the text 
a most attractive dress. The jacket is the 
latest word in modernity, with its sugges- 
tions of rail and marine transportation, 
factory activity, steel construction, sky- 
seraper building, hydro-electric power, 
aviation and radio transmission. The cover 
is in black and red, the paper agreeably 
light in weight and the type face designed 
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il price lines, prepare advertising and sales pro- 
|||] motion, sell goods and make collections. 


| sumption and indicating the growing interest 
in the subject, the author outlines certain eco- 


i] presents a most enlightening discussion of ‘‘Con- 
i] sumers’ choice.” No one, he says, can satisfy 
all of his wants. This is due partly to out- 


it of human life. Because the human being has 
i] many wants and because only a part of them, 
Wil at best, can be satisfied, choice must be made. 
Decision, energy and purchasing power are di- 
rected to this end. 


The leading factors which control and modify 
the consumers’ choice of commodities are classi- 
mental wants; purchasing power; habits and 
promotion; competition for customers’ trade; 
of market; and education and experience. 

The most fundamental human want is, of 
course, the desire to live. 
follow, in Dr. 
opposite sex; love of children; desire for com- 
panionship and friendship; the tendency to self- 
curiosity, constructiveness and creation; desire 
for ownership. 
modities, which we buy, beg, borrow or steal, 


or our necessity. 


“consumers” 


him up and carries him along to consider the 


the relations of population, wealth and income 


After establishing the economic basis of con- | 


jj nomic definitions and applications, and then |} 


side limitations and partly to the restlessness }} i 























fied by Dr. Nystrom in ten categories: funda- }}j) 
customs; fashion; availability of goods; sales i 
monopoly control of market; goodwill control |} 
One of the most im- |/ 


perious is hunger for food and drink. Then }} 
Nystrom’s series, love of the 


assertiveness; desire for play, adventure, sports || 
and outdoor life; human tendencies such as |} 
to travel; desire for the beautiful; and desire | 
These wants or desires are the | 


essential basis of our reaching out for com- Mh 


according to our training, our outlook on life, |i} 


The reader is strongly tempted to linger over | ! 
choice,” but Dr. Nystrom picks }j 


social or public attitude toward consumption; Hh 


ganization, Planning and Stabilization of 
Trade.” 

The phrase “hand-to-mouth buying” 
has become, in discussions of business con- 
ditions, such a cliché that it is high time 
somebody came to its rescue: This task of 
conservation has been shouldered by Mr. 
Lyon, and the result is the first really 
scientific and comprehensive treatment of 
the problem we have had. 

While hand-to-mouth buying is quite 
generally regarded as a new development, 
it is certainly not a novelty in all lines of 
business. In the dry goods trade, for ex- 
ample, Mr. Lyon shows that the symptoms 
were accurately described seventy-five or 
more years ago. The actual phrase “hand- 
to-mouth” was used in the dry goods 
trade as early as 1868. In the shoe trade 
it was reported from Philadelphia in Au- 
gust, 1874, “Shoe dealers have given their 
orders only for such goods as are most 
saleable, or for just enough to supply the 
wants of their customers.” 

But hand-to-mouth buying in the pres- 
ent era, the author asserts, is more severe 
than in the earlier periods. The desire to 
be cautious may be no greater, but mechan- 
ical improvements make it possible for the 
buyer to buy less far ahead, to demand 
quicker delivery, to require smaller units 
than was ever the case before. The present- 
day buyer works with a better knowledge 
of his own business affairs, being more 
desirous of achieving what he r as 
good management than he has ever been 
before. His methods are as much those of 
the engineer as those of the enterpriser— 
methods which urge toward planning 
rather than speculation in buying. 

So long as business continues there will 
be, says Mr. Lyon, a desire to buy at the 
right place, from the right person, at the 
right time and in the right quantity. 
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business man, old or new, would be willing to 
admit that he was thoughtless of any of these 
elements of good buying. In judging them he 
has had to consider not only the risk of buying 
too far in advance but of not buying in time; 
the dangers of too small as well as too large 
inventories; of not having style goods as well 
as of having on hand those which are out of 
style; of prices rising as well as falling. 

The effort to buy right in all particulars 
may be much stronger at certain times than at 
others, and all the mechanical factors in the 
situation are subject to change. Insofar, how- 
ever, as the purpose of business men is essentially 
to take pay for a service rather than to profit 
from speculation, their attitude is constantly a 
strong force toward the characteristics of trade 
which are known as hand-to-mouth buying. 

Fashion and style appear to have mixed in- 
fluences upon the problem. Since 1929 style 
influences have undoubtedly played an im- 
portant part in buying practices. A Chicago 
shoe retailer who carried in 1920 about 175 
men’s and 500 women’s styles found himself 
in 1928 loaded down with 375 styles for men 
and 1,000 for women. Nor are styles limited to 
shoes and wearing apparel. Kitchens and bath- 
rooms must now be costumed as well as 
equipped. 

Mr. Lyon’s final word concerns the facility 
with which goods are moved. Achieved and 
anticipated gains in transportation efficiency, he 
says, will be of the greatest significance in con- 
tinuing and extending the closer correlation be- 
tween buyer and seller which is the essence of 
hand-to-mouth buying. If such improvement 
can keep in advance of the growth of produc- 
tion and be maintained through periods of ex- 
ceptional business expansion and decline, it 
should, more than any other single factor, tend 
to bring a smoother flow to the movement of 
goods; to reduce the stock requirements of mer- 
chants and manufacturers; to release for other 
purposes capital invested in supplies and in- 
ventories; and to make American industry less 
speculative and more a matter of planning and 
control. 


This Month's Business Book 
(Continued from preceding page) 


to the problem; family Budget studies; 
standards of living; food, clothing, hous- 
ing, home furnishing and operation, health 
maintenance, leisure and savings. The 
final chapter is on ‘‘Measures and Indexes 
of Consumer Demand,” and this is followed 
by as fine a Bibliography as the reviewer 
has encountered in many moons. 

This book deserves to succeed. It is the 
work of a man whose reputation as an 
authority in the field of distribution is by 
no means limited to this country. Charts 
and statistical tables are here in abun- 
dance, but so presented that they intrigue 
rather than bore the reader. Dr. Ny- 
strom’s message is clearly a ‘“thuman inter- 
est story,” and its appeal is virtually uni- 
versal. r or not we are interested 
in economic principles, the fact remains 
that we are all consumers. When we cease 
to be that, we pass out of the picture and 
the place thereof shall know us no more. 


Books reviewed in the “ Business Libra- 
ty Department” may be obtained by 
sending check or money order, covering 
the list price, to the Creprr MONTHLY, 
One Park Avenue, New York City. 
The MonTHLY guarantees prompt de- 
livery and pays all carrying charges. 
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“My Money or Your Life” 


Your story “Pay or I’ll Shoot” reminds me. of 
a story told the writer by a salesman describing 
how he collected a bill in one of the southern 
states some years ago. 

An order came from a party for some 
Roofing Sheets to be shipped Sight Draft with 
bill of lading attached, the papers to be for- 
warded to a certain bank. The goods were duly 
shipped and the bill of lading and draft mailed 
to the bank designated by the purchaser. After 
a reasonable time had elapsed the bank was 
written to, but no money or reply came back. 
The Railroad was then asked to advise what 
became of the shipment. They replied that the 
bill of lading had been presented and the goods 
taken away. The bank did not reply to later 
communications, so the salesman was sent to see 
what was the matter. The bank was located in 
a small country town and there was one clerk 
in charge. The salesman discovered that the 
president was the man who ordered the goods 
and, therefore, had secured the bill of lading 
without any payment or opposition. 

The clerk said the president was out of town 
and would not be back for several days. The 
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salesman decided he was not going to run 
around the country trying to find Mr. Presi- 
dent. He pulled his gun out of his pocket and 
said to the clerk, “Now come across with that 
money in cash or I'll blow your brains out!” 
The clerk, when he could speak, convinced the 
salesman that he did not have the cash so he 
was advised to find his president at once and 
tell him what was going to happen if he did 
not have the cash by the next morning. The 
salesman left, saying “Now look here, fellow, if 
you do not hand that cash to me tomorrow 
morning there'll be a funeral service in this 
town over a dead bank-clerk. I’ll be here at 
ten o’clock for it.” He collected the money the 
next morning. 
E. G. Haines, 

Canonsburg Steel & Iron Works 

Canonsburg 


Another Compliment 


Let me congratulate you on the February issue 
of the Creprr MONTHLY, which appears to me 
to be very distinctive in type and interesting 
in contents. 

J. P. ABERNETHY 
Richmond A. C. M. 
Richmond. 


Likes “Credit Manager’s Office” 


I find the department of ‘the Creprr MontTH- 
Ly called, “The Credit Manager’s Office” inter- 
esting and helpful. 

P. A. RockwELL, 
Billings Hdwe. Co. 
Billings. 
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FTER a comparative lull in Janu- 

ary, when no new campaigns were 
launched, the Credit Protection Cam- 
paign developed renewed activity dur- 
ing February, with two full time cam- 
paign directors in the field. March will 
see the launching of several local drives, 
both in the south and in the middle 
west. It is now hoped that most of the 
cities which did not take part in the 
campaign last year will have completed 
their drives before the date of the Na- 
tional Convention of the N. A. C. M. 
at Dallas in May. 

H. E. Chasmar, who is directing 
campaigns in the south, has spent the 
month of February among the Georgia 
and Florida associations. A. E. Fisher, 
who is in charge of the work in the 
central west, has been chiefly engaged in 
Indiana and Illinois. 

Jacksonville, Fla., and Evansville, 
Ind., are just completing their drives, 
and both have excellent prospects of 
reaching the quotas set. A permanent 
Credit Protection Committee has been 
formed at Jacksonville, composed of 
D. J. Lanahan, Mayor John T. Alsop, 
Jr., Frank Norris, C. S. Johnson, P. J. 


News from the Credit Protection Front 








Watson, A. E. Slack, F. B. Morton, 
G. O. Daniel, A. Waldhauser and J. E. 
Stephenson. The committee in charge 
of the campaign at Evansville consists 
of A. F. Bader, H. W. Sparrenberger, 
H. Leich, C. H. Atkin and C. H. Sa- 
berton. 

The Atlanta Association of Credit 
Men is making plans for a resumption 
of its campaign at a later date, with a 
determination to reach its quota. A 
local campaign was launched at Macon, 
Ga., at a meeting on Feb. 25, and it is 
now hoped that Savannah, Ga., and 
Charleston, S. C., will be able to con- 
duct their drives simultaneously with 
the follow-up campaign in Atlanta. 

Allentown, Pa., is the lead-off city 
for March. Following a preliminary 
meeting of committee workers on 
March 3, a general meeting of the asso- 
ciation, at which the drive will be for- 
mally launched, is scheduled for March 
5. William Fraser, vice-president of the 
National Association of Credit Men, is 
to be the principal speaker at this meet- 
ing. It is expected that campaigns will 
be held in several other Pennsylvania 
cities during March and April. 


T is during times of economic stress, when busi- 

ness meets its severest test, that casualty and 

surety companies face the greatest demands under 
their bonds. Throughout its history, regardless of 
conditions, the United States Fidelity and Guaranty 
Company has always maintained its reputation for 
prompt investigation and settlement of claims. 


United States Fidelity 
and Guaranty 
Company 
With Which Is Affiliated the 


Fidelity & Guaranty Fire Corporation 


BALTIMORE 


MARYLAND 


Over 8,000 Branches and Agencies in United States and Caneda 
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The most important event of the 
month, from the standpoint of the cam. 
paign, will be the launching of the 
drive in Memphis on March 10. None 
of the territory in the Memphis district 
was covered last year. Committees have 
already been organized, and a prelim- 
inary meeting of committee workers on 
March 6 will precede the opening meet- 
ing. Knoxville and Bristol are expected 
to follow Memphis. 

Peoria, Ill., which has obtained 4 
considerable share of its quota in ad. 
vance subscriptions, is to start its cam- 
paign on March 17. Terre Haute, Ind. 
is scheduled to launch its drive on 
March 24. 

Ft. Wayne, Ind., is to have the first 
campaign next month, starting on 
April 7. South Bend, Ind., is to begin 
its drive on April 15, under the di- 
rection of Henry Heimann, a national 
director of the N. A. C. M. It is 
planned to schedule a number of other 
local drives during April and early May, 
before the opening of the National Con- 


vention on May 14. 


We Accept the Compliment 


HE most sincere compliments are 
T generally indirect compliments. 
Crepit MONTHLY has received a com- 
pliment and a recognition of which its 
readers may be proud. Dr. Frank A. 
Fall, for six years Literary and Book 
Review Editor of Creprr MONTHLY 
has been asked to contribute a business 
page to each issue of The Outlook and 
Independent. In the March 12 issue of 
the Outlook, Dr. Fall offers his first 
page on “The Stream of Business.” 

Mr. Bellamy, Editor of Outlook, in 
commenting on Dr. Fall and his week- 
ly business page, said, “For some years 
bursar of New York University, Dr. 
Fall is now director of the National In- 
stitute of Credit, head of the Research 
Department of the National Associa- 
tion of Credit Men, and Literary Edi- 
tor of Creprr MonTHLY. Dr. Fall has 
a point of view on business that is 
sound and impartial. He regards busi- 
ness as a life-giving stream whose cuf- 
rents and general direction are of the 
utmost importance to all of us.” 

A vastly larger field of readers will 
now have the opportunity of reading 
the business analyses and interpretations 
of Dr. Fall. Creprr MonTHLY readers 
will be glad to know that almost a hun- 
dred thousand new minds will have inti- 
mate contact with the vigorous writ- 
ings of the man who has made invalu- 
able contributions to the reader intet- 
est of this magazine. 
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Business Service for 
Louisville Grocers 


HE Department of Commerce re- 
T cently conducted a survey of re- 
tail groceries in Louisville. One very 
important result of this survey has been 
the creation of the Allied Food Prod- 
yets Division of the Louisville Credit 
Men's Association, whose object is to 
detect and correct weaknesses in the 
cal retail grocery field, and through 
the co-operation of the Retail Grocers 
Association and the Allied Food Com- 
mittee of Louisville, improve merchan- 
dising, store arrangement, regulate 
credits, bookkeeping records, budgets, 
ec. The plan is a practical develop- 
ment of the Business Service ideals of 
the National Association of Credit Men. 

The work of the Allied Food Prod- 
yets Division is carried on along the 
following lines. There are four sep- 
wate groups in the Division: the Meat 
Packers’ Group, the Grocery, Coffee, 
Te, Condiments, Candy, Cigars, 
Woodenware, etc. Group, the Flour 
Baking, Bakers’ Supplies, Dairy Prod- 
uets Group, and the Produce Group. 
Each group meets semi-monthly, and its 
chairman serves as a member of the 
Board of Governors of the Allied Food 
Products Division. 

At individual Group meetings, each 
member may submit for National Ex- 
change clearance, not more than three 
names of retail merchants. Reports are 
made on these names at the next meet- 
ing and give, in addition to the ledger 
experiences of all members of the Allied 
Food Products Division, the paying ex- 
periences of all local members in other 
lines, and the ledger experiences of 
creditors throughout the entire Na- 
tional Clearance System, embracing 70 
ptincipal markets of the United States. 

When it appears from the analysis of 
i report that a merchant needs Busi- 
ness Service aid, a committee is ap- 
pointed to visit the merchant and get 
his consent to a survey of his business. 
lf the merchant consents, a Business 
Service Survey is conducted by a spe- 
cally-trained merchandising expert. 
The results of a Business Service Sur- 
vey are made available to all members 
inthe four groups of the Allied Food 
Products Division. If upon analysis, a 
business appears thoroughly unsound 
ind unprofitable, it may be liquidated 
through the Estates Department of the 
louisville Credit Men’s Association, by 
the concerted action of the interested 
creditors, 
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“Look at the lovely wireless set I got today, Peter. It’s 


marvelous and so cheap, only twenty shillings a month.” 


“For how many months?” 
“Oh, heavens! I quite forgot to ask!” 


—London Bystander. 


Stop, Look, Listen: 


If you are ever affected by doubt in regard to 


future business conditions, concentrate your 


attention on this statement: 


—A National Policy of Credit Insurance is 
the guarantee of the World’s Largest Surety 


Company to prevent, else pay, credit losses— 


Slow accounts and insolvencies need not worry 


you when you “Nationalize your Credits”. 


' National Surety 
Company 


Wa. B. Jorce, Chairman E. A. St. Joun, President W. L. Crzmens, Vice-President 


115 Broadway, New York 
Agencies in All Principal Cities 


When writing to advertisers, please mention Credit Monthly 






























































































Addresses Wanted 


This column is read by some Credit Managers 
before awy other feature of the magazine. Any 
member of the National Association of Credit 
Men can have names listed herein. He has only 
to send the names to the secretary of his local 
Association of Credit Men or to S. Ardron, Jr., 
Credit Protection Department, N. A. C. M., 
One Perk Ave., New York. Members are re- 
quested to mention the line of business as well 
as the last known address. 


AUTREY, H. P., Acree Dougherty County, Ga. Gen- 
eral Store, merchant and filling station. Reported 
moved to Adel, Ga. 

BEERLE (GEORGE & IDA), Mr. and Mrs., formerly 
of Garrison, N. D. 

BENNETT, EDWARD C., 292 W. 92nd St., N. Y. 
Formerly worked as drug clerk in Fisk’s Drug Store, 
Washington St., Providence. 

BEZZARO, JANUS, 2210 St., Raymond Ave., 1567 
Street, Pevers Ave., Bronx, N. Y. (Grocery & Meat 
Mkt.). 


BICZAK, A., 210 Srd St., 169 Hope Ave., Passaic 
N. J. (Grocery & Meat Mkt.) 
BLOOM, HARRY, Middlesex St., Lowell, Mass. Was 


located at this address in 1923. 

BONNER, FRANK A., Plastering Contractor, last lo- 
cated at 174@ Verner Ave., Pittsburgh. 

BOTT, O. E., Locksmith, last known address P. O. 
Box 47, Corsicana, Texas. 

BURGHART, GEO. L., Printer, formerly 
Wisconsin. 

CARTER, J. H., Whittier, or Judson, N. 
Store). 

CHIROJIONE, PHILIP, formerly operated 
pool in Plainfield, N. J. Now located 
N. Y. 

DAVIS, G. H., in the Creamery and Cheese business 
at Appleten, Wis., as The Gold Medal Cheese Co. 
DILLARDE, MARGARET (Mrs.), 40 E. 65th Street, 

New York. 

DODD, DENIS F., 84 Broad St., Pawtucket, R. I. 

FAAS, J. W., 1445 N. Flores St., San Antonio, Texas. 

FARRELL, ALLEN, 373 Benefit St., Providence, R. I. 

Bakery 


at Shiocton, 
C. (General 


a swimming 
in Syracuse, 


FERREL, VIC., formerly im the business at 
Boscobel, Wis. 

FITZER & BLUME, 663 8th Ave., N. Y. (Grocery & 
Meat Mkt.). 


FOUNTAIN STORE CO., 


formerly Fountain, N. C. 
FRENCH, E. C., 


formerly operated 2 saw mill in 


Bolivar, Tenn., Hayti, Mo., Moro Bay, Ark., and 
Trenton, Tenn. 

GAGNIER, ARTHUR, formerly in the Bakery business 
at Antigo, Wis. 

GILBERT, J. E., 470 Ocean Ave., 121 Fulton Ave., 
Jersey City, (Grocery & Meat Mkt.). 

GRAPA, A. L., formerly of 309 Dayton Ave., St. 
Paul, Minn. Now believed to be located in N. Y. 


GROSSMAN, EDWARD, formerly 236 S. Rhode Island 
Ave., Atlantic City. 

GROVER, A. C., Jr., 26 Blackstone Blvd., Providence. 
Stock and Bonds Salesman. 

HEINICK, FRANK, 48 Bridge St., Catskill, 
(General Store). 

HYDER, M. J., Art Unique Shop, Oriental Rugs and 
Dry Gds., 318 Bay St., Springfield, Mass. 

KAROL, NATHAN, formerly operating the Maypole 
Pharmacy, 185 N. Cicero Ave., Chicago. 

KAVANAUGH, T. A., formerly located at 634 Marlyn 
Rd., Phils. 


N. Y. 


KITCHNER, ROBERT E., formerly with the Fox 
Paper Co., Cincinnati, understand somewhere in 
Cleveland. 


LANDY, JAMES E., 101 Shamokin St., Shamokin, Pa. 
(Grocery & Meat Mkt.). 

LASCO, BEN, tdg. as Selma Fair, formerly at Selma, 
Als., also Frank Klein, connected with this concern. 

LEATHERMAN, GEORGE, formerly 941 Foss Ave., 
Drexel Hill, Pa. 


LICHTMAN, PHILIP, Sheet Metal Worker and Metal 


Ceiling Erector, formerly located at 2518 N. Newkirk 
St., Phila. Now supposed to be located in the 
Bronx, N. Y. 


MARQUARD, L. G., formerly located at Litchfield, 
Minn. Reported to have gone to Elgin, Ill., in De- 
cember, 1929. 

MARS, J., or Joe Morris, operating under name of J. 
Mars, in 1924, Junk business and Ship Chandlery, 
Newport News, Va. 

McLENDON, E. H., Tallahassee, Fla. Hauling for 
construction company around Tallahassee and Jack- 
sonville. 

MOBERLY (CHAS.) ACKERMAN (FRED), formerly 
in the Bakery business at Lake Mills, Wisconsin, 
Oelwein and West Union, Iowa. 

MULLEN, JOSEPH, 419 Weeden St., Pewtucker, R. I 
Painter and plasterer. 

MUSMAN, FRANK, 1527 Columbus 
Lawrence Ave., Phila. 

NEILSEN, A. S., formerly conducti 
a} furnishing store at 5228 14th 


2 clothi 
St., Oakland, . 

PATONE, G., ae and Dickenson Sts., Phila. 
(Grocery and Meat Mkt.). 

PATRIDIS, WM., Sheet Metal Contractor and Painter, 
last locased at: 108 = St., Toledo, Ohio. Pre- 
viously at 1119 Ingram St., N. S&S. Pitts- 
burgh, Pa. 


Ave., 2409 S. 


PHILLIPS, HENRY W., (Mrs.), 61 Pleasant St., 
Brookline, Mass., also Minot, Mass. name 
was Mrs. Clarke. 





WO events of major importance 

took place in the credit fraternity in 
1925. The first great Credit Protection 
Fund of $1,400,000 was raised for the 
prosecution of commercial criminals— 
and Mr. Rodman Gilder was appointed 
Editor of Crepir MONTHLY. Mr. Gil- 
der’s editorial support of the Credit 
Protection Campaign both in the pages 
of Crepir MonTHLY and in the broad- 
er publicity field was a strong contribut- 
ing force to the success of the Fund. 


And now, after a decade of vital, 
energized work for the Creprr MoNTH- 
Ly and the National Association of 
Credit Men, Mr. Gilder steps across in- 
to another field of accomplishment. His 
resignation as Editor of Creprr MoNTH- 
Ly and Assistant Treasurer of the Na- 
tional Association of Credit Men was 
effective February 1, 1930, at which 
time he became Treasurer and an Editor 
of The Outlook and Independent. 

Back in 1920 when the Association 
Bulletin was expanded into a full- 
fledged magazine, Mr. Gilder was select- 
ed as Managing Editor, and given the 
difficult task of taking the new born 
magazine and developing it through its 
formative years. Mr. Gilder brought 
to his new duties one of the richest edi- 
torial heritages in America, his father, 
Richard Watson Gilder, having edited 
and built the Century Magazine into 
world literary leadership. Mr. Gilder’s 
years of experience in editorial, advertis- 
ing and business capacities fitted him 
admirably for his duties as Managing 
Editor, and in 1925, for Editor-in-Chief 
of all Association publications. 

The consciousness of the credit fra- 
ternity as a profession was just emerg- 
ing in the first years of Mr. Gilder’s 
editorship, and the dawning of national 
recognition of the credit man as a ma- 
jor executive factor in our business 
structure was significantly aided by his 
many efforts. 

“Aid the dawning, tongue and pen 

Aid it, hopes of honest men 

Aid it paper, aid it type; 

Aid it for the hour is ripe.” 





PUTNAM, F. H. 
connected with 


(Mrs.), formerly 
the Vernon Court 
Mass. 

RAPPOLD, MABEL, (Miss), formerly 223 Ashby Rd., 
Stonehurst, 

ROBERTS, LEWIS B., 225 Kenmore Rd., Brookline, Pa. 

SCARBURY, F., Hope, Ark., was in the grocery busi- 
ness dering the month of April, 1929. 

SHULKIN, MILK, who formerly operated restaurant at 
Coleridge, Nebr., left Coleridge, understand went to 
Cedar Rapids, Iowa. Now some place in Idaho. 

SIMMONS-REVELL E CO., 192 Lexingtoa 


Ave., N. Y. 
SMITH, GEORGE J., 205 S. Wilbur St., Syracuse, 
N. Y. (Grocery & Meat Mkt.). 
» C. G., formerly worked for Winchester 
Stores, ( Gds.), Providence. 


located at and 
Hotel, Newton, 





Rodman Gilder Leaves N. A. C.M. 











With tongue and pen, with paper 
and type “Rod” Gilder, as he is fondly 
called by those who know him in the 
credit and business fraternity, ha 
brought Crepir MONTHLY from an ex 
perimental dawn to the bright day of 


national recognition. And the ad 
vance of the credit profession has 
virtually paralleled the advance of 


Crepir MontTHiy. His character, his 
resourcefulness, his personality, and his 
unfailing energy and fearlessness in ful- 
filling his duties have left a deep niche 
in the memory of all his associates and 
readers. Many knew him personally 
and more than thirty thousand knew 
him through the pages of Crepm 
MONTHLY. With judiciousness Mr 
Gilder always sought to identify Crepr 
MONTHLY with movements and put 
poses of national significance, and n0 
better tribute can be paid to the maa 
who is so fully deserving of eloquent 
tribute than to dedicate the future of 
Crepit MonTHLy to the ideals and 
standards established by him in his ten 
years of constructive progress. 









SWENDEMAN, FRANCES J., 12 Shawomee Ave., Wate 
wick Neck, R. 





TAYLOR, RICHARD, 9071 Cardoni. St., Detroit 
(Grocery) . 

TIEPELMAN, WM. T., 5543 St. Louis Ave., St. Loui. 
Mo. (Grocery). 

Veer FRANCIS, 12 Morris St., 165 Bway 





(Grocery & Meat Mkt.). 
WHITESTON DAIRY, operated at 997 ist Avent 
6908 Sth Ave., N. Y. C., also in 


WILCOX, G. M., formerly of Provideace. Now sid. 
to be in Calif. 


WYATT, N. R., Devenpers, Okla. Then to Barger, Te: 
(Grocery & & Meat t.). me 
BAaAs Teteasens c oar Highway, Eagewater, N. Je) 








When 
skillful 


adjustments 


are needed to make 
the works go! 


Business like a watch is a 
complicated and delicately 
balanced mechanism. Like 
a watch it needs repairs 
when it fails to function 


properly. 


Such Adjustments call for skillfully handled measures 
put in operation by experts with proper 
tools at their command. 


Credit men know from experience 
that the rehabilitation of a business 
in financial extremities has often 
been brought about by using the 
skilled service of our adjustment 
bureaus. 

Whenever you run into a situation 
which calls for careful financial an- 
alysis, emergency measures, quick 
action and reconstruction plans — 


lose no time in getting in touch with 
the nearest of our adjustment 
bureaus. 

They are located in the 74 leading 
cities and a telephone call will put 
them into action for you without 
delay. 

The bureaus—as you know—are 
organized for service—not for profit. 


Collection and Adjustment Bureaus Department 


NATIONAL ASSOCIATION of CREDIT MEN 
One Park Avenue, New York 


ADJUSTMENTS 


INVESTIGATIONS 


COLLECTIONS 


When writing to advertisers, please mention Credit Monthly 
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CONDITIONAL SALE. TITLE TO AUTO- 
MOBILE TIRES. 

Plaintiff sues to recover the value of two 
solid truck tires which he sold one Helmerich 
on September 21, 1926, by conditional sale, 
retaining title until full payment was made. 
Helmerich had purchased a truck from the de- 
fendant by contract of conditional sale, the 
defendant retaining title until full compliance 
with the conditions of the contract, with a 
right of repossession in case of default. “el- 
merich made default on September 20, and on 
October 1 the defendant took possession of the 
truck. The tires were placed upon this truck 
before the repossession, and before Helmerich 
defaulted in payment under the contract for 
their purchase. Helmerich defaulted on the tire 


contract on October 5, 1926. The plaintiff after ° 


October 5 made demand on the defendant for 
return of the tires, offering to put back the 
tires which had been removed from the truck. 
The defendant refused. Held that one who 
attaches tires which he does not own to a 
motor truck which he does not own does not 
thereby pass title in the former to the owner 
of the latter. The doctrine of accession of 
chattels does not help the defendant. That doc- 
trine applies where something is added to, at- 
tached to, or mixed with something else so that 
it cannot again be separated without the destruc- 
tion of serious injury of the whole so formed. 
It is established law that a conditional vendee 
cannot pass title in the subject of the sale even 
to a bona fide purchaser without notice. The 
defendant, therefore, acquired no title against 
the plaintiff, the true owner of the tires. Plain- 
tiff was entitled to possession of the tires, and 
a refusal on the part of the possessor to deliver 
them up to their true owner upon his demand 
was a conversion. Bousquet vs. Mack Motor 
Truck Co. Sup. Jud. Ct. Mass. Decided No- 
vember 30, 1929. 


* ” cm 


APPOINTMENT OF TRUSTEE. 

The right of creditors to appoint a trustee is 
a substantial one, and while prompt action is 
essential, the proceeding should not be so sum- 
mary as to exclude the creditors from a reason- 
able opportunity to make their choice. Matter 
of Harris Comstruction Co. (U. S. Dist. Ct., 
Pa., Nov. 6, 1929). 


* * ” 


GIFT TAX. CONSTITUTIONALITY. 

The Federal Gift Tax provided by the Fed- 
eral Revenue-Act of 1924 is not an unappor- 
tioned direct tax nor does it deprive a person 
of his property without due process of law. 
Bromley vs. McCaughn (U. S. Sup. Ct., Nov. 
25, 1929). 


COURT DECISIONS 
AND WASHINGTON 


AUTOMOBILE. GRATUITOUS GUEST. 
CONNECTICUT STATUTE. 

The statute providing that no person carried 
gratuitously as a guest in an automobile may 
recover from the owner or operator for injuries 
caused by its negligent operation is constitutional 
because not denying the equal protection of the 
laws guaranteed by the Fourteenth Amendment. 
Silver vs. Silver (U. S. Sup. Ct., Nov. 25, 1929). 


* * * 


BREACH OF CONTRACT. RULE OF 
DAMAGES. 

Appellee breached its contract to take 100,000 
feet of hardwood lumber for which it had 
agreed to pay a stipulated price. At the date 
of the breach and also at the date fixed in the 
contract for the delivery of the lumber, there 
was a well recognized market price for lumber 
at the place of delivery of said lumber. The 
market value of such lumber exceeded the con- 
tract price. Held that judgment should run to 
appellants but for nominal damages and costs. 
The evidence disclosed a contract to sell lum- 
ber. And the court applied the proper rule of 
damages. Milton & ano. vs. H. C. Stone Lum- 
ber Co., U. S. C. C. A., 7th Cir. (Ill) Decided 
December 5, 1929 


» * * 


CHATTEL MORTGAGE. 
LIEN. PRIORITY. 

Mrs. Wilkerson leased premises from Smith. 
On August 10th she gave a mortgage on a 
piano in part payment for it to Jackson. On 
August 31st her lease with Smith expired and 
she held over for 90 days. Smith here attempts 
to hold his landlord’s lien against the piano for 
the 90 days rent as against Jackson’s Mortgage. 
Held that the landlord’s lien prevails against all 
liens not created before the property is on the 
leased premises. But the lien of the mortgage 
here was created before the lease expired. A 
valid mortgage lien created during the time of 
lease must be regarded superior to a landlord’s 
lien arising after the lease expires. Judgment is 
for Landlord, however, since the mortgage was 
not recorded according to law. Smith vs. Jack- 
son. Ct. of Appeals. Ky. Decided December 10, 
1929. 


LANDLORD'S 


* ce * 


REGISTERED TRADE MARK. UNFAIR 
COMPETITION. NAME OF STORE. 

Suit brought by plaintiff to restrain de- 
fendants from unfair competition in business 
with plaintiff. Plaintiff has a registered trade 
mark as has defendant, the Mercantile Company. 
But as plaintiff’s trade mark as registered con- 
sists of a descriptive term it is quite well settled 
plaintiff cannot by such means obtain a right 
to the exclusive use or 2 monopoly of the term 
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because of the fact it is registered as a wy 
mark. Plaintiff claims that by its use of ty 
phrase “Hygrade Food Products” that it ha» 
built up the standard of its products by adv: 
tisements, by the doing of a very large a 
extensive business, the selling and dealing » 
food products, that when another offers {ol 
products as “High Grade Food Products” tithe 
so names or when the place of busines ¢ 
another is named as “High Grade Food Stn’ 
as defendants in this case do so advertise ani 
name their places of business, those who enter 
such store or make purchases therein or thew 
from are deceived in the belief they are ther 
obtaining the goods handled by the. plaintifl 
company. Held that the bill of complaint 
not claim defendants have simulated the regs 
tered trade mark of plaintiff. There is no cla 
defendants have dressed their goods in cartom, 
packages, boxes or other wrappings similar 1 
those used by plaintiff. The sole and only char 
or complaint in the bill resides in the simpk 
fact that defendants deceive dealers and 1 
public generally by the display or sign of 
Grade Food Products.” This one fact would 
indicate no intent on the part of d 

to injure plaintiff in the manner of advertising 
its stores. The bill in this case does not make 
out a case of unfair competition. Hy-Grir 
Food Products Corp. vs. H. D. Lee Mercantil 
Co. et al. U. S. Dist. Cr. Dist. of Kansas: By 
Pollock, D. J. Decided February 5, 1950. 


TRADE-MARK. UNFAIR COMPETITION. 
INJUNCTION. 


Held that a plaintiff’s right to relief depended 
solely upon the validity of its registered trie 
mark, “Vapex”, it is not improbable that the 
court would hesitate to issue a preliminaty® 
junction directed to the acts of the defendass 
which are said to infringe plaintiff's mat 
Such acts, however, are claimed to constitit 
unfair competition with complainant's t# 
Plaintiff’s preparation, either as a result of its 
virtues, or in consequence of widely di 
and expensive advertising, has met with fiw 
upon the part of a great number of pent 
Plaintiff is possessed of a property right of tot 
siderable value. If such value is to 
away or diminished by those who wish to 
the public’s demand for inhalants in the a 
ment of colds and kindred ailments, the obj 
must be accomplished by competitive 
that can be denominated as “fair”. 
scription cannot be applied to the acts 
fendants. They chose the word, “I 
a means of identification of their product. # 
marketed it in a bottle and carton hardly 
tinguishable from those employed by plainut 
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In carrying out the similarity, they adopted so 
much of plaintiff's phraseology of description 
and directive matter as to indicate to the care- 
less. purchaser that “Inhalex” was, in fact, 
©Yapex”. Since the first argument on the mo- 
tion, “Inhalex” has been changed to “Halex”. 
This will not do. It is worse than before, and 
the use of both “Inhalex” and “Halex” will be 
i Thomas Kerfoot 8 Co. Ltd. vs. 
n & Blackman, Inc. et al. U. S. Dist. 
So. Dist. of N. Y. By Knox, D. J. De- 
cided January 27, 1930, ‘ 


RIGHT TO CROSS-EXAMINE BANK- 
RUPT. CONFORMITY ACT. 

Jury trial under Section 19 of the Bankruptcy 
Act to ascertain the fact of alleged bankruptcy. 
The issue of insolvency was foreclosed against 
the alleged bankrupt by the admissions of the 
pleadings and by his failure to appear in court 
and submit to examination. After the testi- 
mony for the alleged bankrupt had been closed 
without his taking the stand, the creditors called 
him for cross-examination. This was objected 
to on the ground that he could be called as 
any other witness for the creditors but not for 
cross-examination. The creditors’ position is 
that the trial of the issue in bankruptcy is 
according to the course of the common law and 
that under the Conformity Act the court is 
bound to accord him that right because the 
Conformity Act applies to “modes of procedure 
in civil causes other than equity and admiralty 
causes, in the district courts. Held that the 
Conformity Act does not apply to the practice 
and procedure of bankruptcy courts generally. 
The Bankruptcy Act provides an exclusive 
method for determining the fact of bankruptcy 
as well as the administration of bankrupt es- 
tates, and it follows that Congress intended the 
bankrupt to be examined only as provided in 
the Act. It seems obvious that Congress had in 
mind that a bankrupt at the trial of such issue 
was not generally subject to call and cross- 
examination by his creditors. Matter of Feld- 
man, U. S. Dist. Ct. Dist. of Penn. Decided 
February 10, 1930. 


ASSIGNMENT OF ACCOUNTS RECEIV- 
ABLE. NEW YORK LAW. Appellant, trus- 
tee, sought to set aside as fraudulent a series of 
assignments of accounts receivable given to se- 
cure thirty-five demand notes made by bank- 
rupt to defendant bank. The validity of the 
assignments turns upon the practice as to re- 
turned goods. The collateral agreement under 
which the accounts were assigned provided “that 
in the event of the rejection and return of all 
or any part of the merchandise so sold, that we 
(the bankrupt) will receive the same in trust 
for the said THE STATE BANK under advice 
to them and surrender it, or the proceeds thereof 
if sold, upon demand.” Held that the rights of 
the parties are governed by the law of New 
York. Under that law it has been settled that a 
chattel mortgage under which the mortgagor 
not only remains in possession but is authorized 
to sell the goods and use the proceeds for his 
Own purposes, is a fraud on creditors. There is 
no distinction to be drawn between a mortgage 
or pledge of chattels in respect to the reserva- 
tion of unrestricted power of disposition for the 
Mortgagor’s or assignor’s own purposes. At no 
time during the entire six months period, did 
bankrupt make any statement to defendant in 
Tespect to the accounts or the returned goods 
or the new accounts arising from the sale of 
such returned goods. The bank itself not merely 
acquiesced in the bankrupt’s acts but displayed 
an absolute indifference as to the manner in 
Which bankrupt dealt with the accounts. In 

circumstances, the inference is that the 
bank knew of and by its failure to act, sanc- 
tioned the breach by the debtor of its trust 
agreement. Therefore, the bank at the time of 
the assignments, in fact agreed, contrary to the 
Written trust agreement, that its assignor could 
Sercise full dominion over both the accounts 
ind-the returned goods. Dismissal of bill re- 
Yersed. Lee vs. State Bank and Trust Co. U.S. 
CC. A. 2nd Cir. (N. Y.). 
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The WASHINGTON NOTES fol- 
lowing are supplied by George C. Shinn, 
Building, 


attorney - at - law, Wilkins 


Washington, D. C. 


Department of Commerce Bulletins 


The Department of Commerce recently an- 
nounced its publication of a number of interest- 
ing bulletins. One contains a study of the 
South African market for dairy and barn equip- 
ment and silos, and also deals with conditions 
affecting the output and sale of dairy products 
and other information of interest to the dairy 
industry. 

Another bulletin deals with the market in 
Canada and Latin America for United States 
fuel oil burners. The report gives various fac- 
tors affecting the sale and distribution of oil 
burners in these countries. 

A handbook of European import duties on 
canned foods is another interesting document. 
This latter document deals with statistics con- 
cerning the exports of canned foods to European 
countries, over a six-year period, customs duties 
on canned goods, a translation of the food laws 
and regulations of each European country, and 
other interesting information to dealers in 
canned goods. 


Municipal Court of the District of Columbia 


A bill has recently been introduced in Con- 
gress, to increase the jurisdiction of the Munici- 
pal Court of the District of Columbia, from 
cases involving one thousand dollars to those in- 
volving three thousand dollars. 

The Municipal Court of the District, during 
the calendar year 1928-1929, handled and dis- 
posed of a total of 319,452 cases, of which 
number 192,475 were landlord and tenant cases. 
This Court has practically earned its way since 
its organization several years ago, the fees from 
the “business” more than paying all operating 
expenses, including the salaries of the judges. 

The Court affords an inexpensive tribunal for 
the quick despatch of business. Usually a jury 
trial may be had in this Court within two or 
three weeks, with the result that there is a 
very small percentage of jury cases demanded 
by the litigants. The number of jury trials 
during the calendar year 1928-1929 was 106, 
a very small percentage of the total number 
of suits filed. An appeal lies from the decisions 
of this Court to the Court of Appeals of the 
District on matters of law only. 

Quite a number of the business establishments 
of the City are interesting themselves in in- 
creasing the jurisdiction of the Court, so that 
it may handle larger amounts than heretofore. 


Retail Credits 

“Domestic Commerce” recently. commented 
on the advantages for retailers of dealing with 
local wholesalers. Dr. Klein, Assistant Secre- 
tary of Commerce, in a radio talk, pointed out 
the advantages of a more generous patronage 
of nearby wholesale houses, which include the 
development of local business and the introduc- 
tion of economies by cutting down costs. The 
report further says: 

“Tt has been found in the Domestic Com- 
merce Division’s current study of retail dry 
goods establishments in the Gulf Southwest that 
many retail dry goods stores whose volume of 
business does not justify such trips and who 
have no sound commercial reason for them are 
continuing these periodic pilgrimages to large 
distant cities. The Division’s study shows that 
wholesale establishments in- the cities in the 
region are fully equipped to fill their orders 
just as adequately and probably more cheaply 
and effectively.” 
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“Domestic Commerce” also reports that the 
Department of Commerce has been urged by 
the National Retail Credit Association to place 
its national survey of retail credits on a perma- 
nent basis. “It is claimed that the gathering 
of reports from a large number of retail stores 
in their sales each month, the percentage done 
on a credit basis, the extent of instalment sales, 
credit losses, the promptness with which ac- 
counts are being paid, and related facts, would 
be of great value to business. Among other 
advantages, it is claimed that it ought to shed 
light on the problem of the high percentage of 
returned merchandise in various lines brought 
out by the survey.” 

“The plan presented for consideration calls 
for gathering current credit data from six typés 
of retail stores in twenty-two large cities 
throughout the country. Proposed lines of. trade 
are department stores, furniture stores, hardware 
stores, men’s clothing stores, shoe stores, and 
women’s specialty shops. The cities proposed 
to be covered are Atlanta, Boston, Chicago, 
Cleveland, Dallas, Denver, Detroit, Indianapolis, 
Kansas City, Mo., Los Angeles, Louisville, Min- 
neapolis, New Orleans, New York, Philadelphia, 
Portland, Ore., St. Louis, San Francisco, Seattle, 
Washington, D. C., Baltimore, and Richmond. 

“The National Retail Credit Survey, which 
has covered all lines of retail trade, has-been 
completed recently by the Department and re- 
sults are being compiled for publication. This 
survey, begun late in 1928, will analyze the net 
sales of about 20,000 establishments with total 
sales probably aggregating more than $5,000,- 
000,000. Other information obtained are the 
kinds and extent of retail credit, open account 
and instalment, credit losses, use of credit bu- 
reaus and finance companies, extent of returned 
merchandise, and collection percentages. The 
survey was undertaken by the Department at 
the request of the National Retail Credit As- 
sociation and carried on with the co-operation 
of more than 1,000 local credit bureaus.” 

According to the Department of Commerce, 
“the rate of business failures in 1929 was below 
the rate for the preceding year both in number 
of failures and amount of liabilities incurred, ac- 
cording to a well-known financial authority. 
The number for the last quarter was below. that 
for the corresponding figure of 1928, although 
December failures in 1929 were higher than in 
1928. The 1929 figures also were reported be- 
low the totals for 1927.” 

“The total number of business failures during 
1929 was reported 22,909, compared with 23,- 
842 for 1928. Liabilities for 1929 totaled 
$483,250,196 and for 1928, $489,559,624.” 


Tax Opinion 


Under an opinion by the Solicitor of the 
Bureau of Internal Revenue, the year’s support 
for the widow and minor children, allowed by 
the laws of the State of Georgia, is a charge 
upon the estate of the decedent, and is superior 
to that of an internal revenue tax lien. 

In another opinion, the Solicitor of the Bu- 
reau of Internal Revenue deals with the value 
of an estate in remainder. The opinion briefly 
is as follows: 

“By the terms of the will of B, who died in 
1921, the residue of his estate (a farm) was 
devised to A in trust for the support of C 
with the remainder over to A in fee. During 
the period between the testator’s death and the 
death of C, in 1927. A made extensive capital 
improvements. He sold the improved property 
in 1928.” 

“It was held that the basis to A was the 
value of his interest at date of the testator’s 
death, and he is entitled to an adjustment to 
this basis for the cost of capital improvements 
made by him while the life tenant was in pos- 
session. A’s interest in the improvements was 
that of a remainderman and should be treated 
accordingly in determining his gain or loss on 


the sale.” 
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The HIGHER 
the DEEPER 


Deeper and firmer foundations are required as 
skyscrapers reach new heights. 


When construction began on the Chrysler Tower, 
the world’s tallest building, the engineers dug deep 
to imset massive piers of steel and concrete. A 
record-breaking foundation was needed for this 
record-breaking building. 


eres rae 


The height that Walter P. Chrysler’s business suc- 
cess has reached offers a striking parallel. When he 
prepared fora career he dug far deeper than most 
men do; and spent more time and effort in laying 
a deep’ foundation. 


St APNE PS 


Phos 


ag PC 
oe Oe re f 
Sa ee ee 


nee 
Is 
- 


To-day success in credit goes to those executives 
who have laid the deepest and most stable founda- 
tions. ‘The first step in your credit career is a 
thorough knowledge of Basic Economics, a fas- 
cinating subject imperative to credit success. No 
credit executive should be without the knowledge 
of Basic Economics when the National Institute of 
Credit makes it so easy to obtain. 
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The Institute offers a training in Basic Economics 
especially designed to meet your needs. This course 
is prepared as a result of more than 30 years of 
credit experience, and gives you what you need to 
know about Economics from the executive and 


administrative standpoint. 


Dr. Prank A. Far Begin your founda- 
NaTIONAL INSTITUTE OF CREDIT, tion to-day by chip- 


DEPARTMENT 3, 


One Park Avenue, New York City. ping out the block at 


You may send me special circular about the left. Then mail it 
your course in Basic Economics. 
to the 
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City 2 National Institute 
of Credit, 
One Park Avenue 
New York 


Street 


Firm 


When writing to advertisers, please mention Credit Monthly 





RESERVED 
for your Protection = 


HE funds reserved by insurance 

companies are to pay Claims in 

case of a loss arising under your 

policies and are largely invested in 

Cash Capital securities. Such securities should 
$21.000.000.00 have two outstanding characteristics: 


Net Surplus 1-Stability— so that the 
$48.325.632.82 reserves set 
up fer the protection of policy- 
holders will not be seriously af- 


Surplus to fected by market fluctuations. 


Policyholders : = 
$72.325.6:32.82 2-Negotiability— 


so that losses can be promptly 


Additional Funds paid. 


Pro rata Unearned Premiums 
$41.393.575.00 Look up your insurance policies and 
the companies behind them. For 
Reserved your own protection, see how their 


Dividends, Contingencies, etc. funds are invested 
$15.194.872.25 
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The Home Insurance Company maintains a 
strong financial position and will gladly pro- 
Total Assets vide policyholders with a printed list of all 


securities held as of December 31, 1929. Ad- 
$128.914.080.07 dress Department 16, 59 Maiden Lane, N. Y. C. 
Fire and Allied Lines of Insurance 


THE HOME ‘coma, NEW YORK 


Organized 1853 Wilfred Kurth, Pres. 
59 Maiden Lane. New York 
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—— Strength - Reputation - Service 





E.. control’ for 


the sky is near. While design 
and construction for safety in 
aircraft’ are now uppermost, 
and.skill counts for so much, 
the ultimate factor of secu- 
rity is the parachute. 


Modern business recognizes 
the significance of good equip- 
ment and management. Its 
security against uncontrollable 
loss is measured by. the char- 
acter of the insurance provid- 
ed. The Red Royal Shield on 
an insurance policy is the 
guarantee of “Security First.” 


INSURANCE COMPANY LTD 


> DEPARTMENTAL OFFICES 


NEW YORK ATLANTA, GA. BOSTON. MASS. CHICAGO, ILL. SAN FRANCISCO, CAL. 
William Mackintosh. Mgr. S. Y. Tupper, Mer. Field & Cowles, Moers. Elwin W. Law, Mer. H. R. Burke, Mor. 
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